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TORONTO, FRIDAY, JUNE 4th, 1954 


---On resuming at 9.45 o'clock a.m. 


Delegation from: LAWSON APPLIANCES, 
Comprising: Arthur D. Lawson. 


THE CHAIRMAN: The hearing will come to 
order. 

The first item we have this morning I 
believe is a presentation from a Mr. Lawson of 
Lawson Appliances. 

If you would let us have your full name, 
Mr. Lawson? 

MR, LAWSON: Arthur D. Lawson. Lawson 


Appliances. 
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THE CHAIRMAN: It is not a limited company? 


MR. LAWSON: ‘That is correct. 
THE CHAIRMAN: It is not a corporation? 


MR. LAWSON: Not a corporation, 


THE CHAIRMAN: And the place you carry on 


business is where? 
MR. LAWSON: 1640 Avenue Road. 
THE CHAIRMAN: That is where, north of 


Eglinton? 


MR. LAWSON: Just north of Lawrence Avenue. 


THE CHAIRMAN: Now, do you wish to make 


any statement yourself to open the discussion 
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or would you prefer to answer questions? 

MR. LAWSON: I prefer to answer questjons. 

THE CHAIRMAN: Mr. Wickwire? 

MR, WICKWIRE: Yes, Mr. Chairman. 

What is the nature of your business, Mr. 
Lawson? 

MR. LAWSON: Electrical household appliances 
andes furnitures 

MR. WICKWIRE: And furniture. How long have 
you been in that business? 

MR. LAWSON: A little over five, years. 

MR. WLCKWIRE: What training had you had for 
the electrical appliance business before you went 
into it? 

MR. LAWSON: Well, I received a course in 
electrical appliances as far back as 194), 1941, 
and then interrupted by the war and after the war 
I was employed with Keene's Furniture Store in 
London, Ontario, as manager of their appliance de- 
partment. i was with them for about a year. 

MR, WICKWIRE: Then you went into business 
ferryourseLf? 

MR. LAWSON: I went to Chicago and took 
training there insall phases of. the electrical 
appliance field at Coyne Electrical Institute for 
over a year. Then I worked in the Ontario Sales 
Department of Moffat's Limited for over a year, 
working with the general sales manager of the 
firm. In late 1948 we commenced business on 


Avenue Road. 
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MR, WLCKWIRE: At your present location? 

MR. LAWSON: No, at 1773 Avenue Road. 

MR, FAVREAU: You say "we commenced busi- 
ness", are you in partnership? 

No, 

MR, LAWSON: al had a number of young veterans 
with me, assisting. 

MR, WICKWIRE: You moved to your present 
location when? 

MR. LAWSON: At the beginning of -- December 
of 952; 

MR. WICKWIRE: Have you, since you started 
in business, done a volume business? 

MR. LAWSON: we have built our business up 
on a volume business. started at 1773 Avenue 
Road and remained there for approximately two 
years. Then, we expanded and opened another store 
at 2023 Avenue Road and ran both stores together 
while we built our larger store, over 9,000 square 
feet of showroom. Since then we have built up 
our business considerably. 

MR. WICKWIRE: Do you maintain a warehouse 
with your present estaplishment? 

MR. LAWSON: Yes. We sometimes use a 
cartage company warehouse. 

MR. WICKWILRE: Have there been any recent 
changes or developments in appliance selling? 

MR. LAWSON: Not recent, I would say it 
is more something that has evolved several years 
ago, just when we started business, or even before 


we started business. It was something which was 
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very obvious and apparent. 

MR. WICKWIRE: What is that? 

MR. LAWSON: That competition is going to 
force prices down, where the prices should be IL 
think, and be done in volume. 

MR. WICKWIRE; Be done in volume. And that 
care policy which has been in effect in your 
store since you have been in business? 

MR. LAWSON: That has been our basic policy. 

MR. WICKWIRE: What do you say is the 
effect of price-cutting on branded nationally ad- 
vertised appliances? 

MR. LAWSON: Well, for one thing they cer- 
tainly increase in volume and we have found that 
they enhance the trade-mark, they popularize it. 
We have found in the last few years that our 
sales have more than quadrupled, in the last two 
years, in the small items due to the cutting of 
prices - that is, lowering of prices - and I 
should say at the present time they are the only 
small appliances that we are being asked for by 
the public. 

MR. WICKWLRE: Do you deal only in branded 
appliances? 

MR. LAWSON: Mostly name brand appliances. 
It is rather irrelevant but some companies con- 
sider themselves name brands who really are not. 
We handle, mostly, large nation-wide brands. 

MR. WICKWIRE: Nationally advertised 


brands ? 
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MR. LAWSON: Nationally advertised brands. 

MR. WICKWIRE: Has it been your experience 
that the customer has been misled because of any 
price reduction on any nationally advertised brand 
of appliance? 

MAR; LAWSON: Well, it has not been our 
tactics to use that type of advertising. I know 
that it has been used. 

MR. WICKWIRE: I am not talking about adver- 
tising, 1 am thinking about the idea that has. been 
suggested -- I will put it this way: That be- 
cause a nationally advertised brand appliance can 
be bought at a reduction in price that the customer 
thinks that that article has been greatly cheapened 
and is not as good an article as it otherwise 
would have been. Can you tell us your experience 
With reference to that? 

MR. LAWSON: well, my personal experience 
has been that the customer appreciates very much 
an opportunity of obtaining that appliance at 
that price. It has popularized the item and they 
only wish it could be obtained in broader scope 
throughout the City, let us say, or throughout 
the province at that same price. 

MR. WICKWLIRE: Your experience has been 
that it has not hurt the goodwill of that parti- 
cular product? 

MR. LAWSON: No. For example, our adver- 
tisements are read in all parts of Ontario - 


advertising in the daily papers - and we receive 
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letters every day in volume from all over Ontario 
asking to purchase the various products advertised. 

MR. WICKWLIRE: Do you maintain any service 
staff in connection with your establisnment? 

MR. LAWSON: Yes, two in the service de- 
partment. The field men are on the go all day 
long with trucks which carry approximately 
$2,000.00 worth of equipment. They are going out 
at all times and servicing electrical products, 
on which we do not pay service to the manufacturer. 
That is, we do pay to certain firms - that is, 
the manufacturer - to service his own products. 
Those which are not paid we do the service our- 
selves, 

MR. WICKWIRE: Does that apply to all 
appliances that are solid in your store? 

MR. LAWSON: All appliances, they are ser- 
Viced. 

MR. WICKWIRE: What do you find is the 
biggest -- 

MR. FAVREAU: May I interrupt? 

In the case where you must service the 
appliances yourself do you have any system where- 
by you sell your service by way of a policy, or 
otherwise, or is it included in the sale price? 

MR. LAWSON: It is always included in the 
sale price, sir, with the exception of tele- 
Vision; and it has always been the policy in 
television, by the manufacturer as well as the 


dealer, that the manufacturer's warranty covers 
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the parts and there is a charge for tne service - 
that is, the home service to the set. That has 
been the generai policy of most appliance companies 
in Toronto, unless it is included with tne tele- 
VislOnww 255 COClor a twenty-Loot. serial, which 
tneludes home service on the television set and 

one year warranty on the aerial. 

MR. WICKWLIRE: It has been suggested to us 
that the reason people like yourself who have cut 
the price to. make a sale is because other people 
have done the creative selling, both the manufac-~ 
turers and the retailers who wish to maintain the 
SUBBSSteEd Price, that you pick the applies from 
ENeLr Orchards? 

MR. LAWSON: Well, L would say the biggest 
POLrULONGOL advertising, at Least inere an Toronto, 
is done by the large dealers who 1 term discount 
houses, Selling below the suggested retail price 
set by the manufacturer, which I deem is an un- 
realistic price. THis terrific amount of adver- 
tising which, as I say, greatly out-numbers the 
amount of national advertisement place in Toronto 


by the name brand manufacturers, that this pro- 


@ 


motional advertising has enhanced the product 

and inereased the sale of these articles to the 
point that we find, and other dealers I nave talked 
to have found, that the customer will even go to 
his local dealer and ask him if ne could procure 
that item at tnat same price as advertised py 


the dealer putting on the promotion, 
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MR. WICKWIRE: Your experience, in other 
words, has been that customers do shop? 

MR, LAWSON: Definitely, shop. 

May WICKWIRE? And then tne price is the 
bigecst factor 1 moving an article? 

MR. LAWSON: At the present time and in the 
last several years it has been the biggest item. 

MR. WICKWIRE: What was your policy, Mr. 
Lawson, when it was possible for a manufacturer 
to maintain the resale price, and I understand 
some of them did? 

MR. LAWSON: Well, before the law was passed 
prohibiting the setting of price we found it was 
a ratner enaoctic eondition, and I think that. would 
exist again if the law was repealed. There is 
always the preferred dealer in times like that. 

MR. WICKWIRE: Will you,give us an example 
of what you mean oy "preferred dealer"? 

MR, LAWSON: Going back to wnen I was working 
for this large electric manufacturer, 1 can remem- 
ber one of the sales managers telling me that we 
must have one or two of the large boys in the 
field to whom we could give tne deals, to whom 

dealer 
we could unload. As every appliance,knows, the 
way he makes his money is on the large deals, 
these appliances which can be bought in large 
quantities at low prices and solid to the public 
at. Low prices. 

MR. WICKWIRE: Did you find large deals 


were availaple to you at that time? 
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MR. LAWSON: No, we had to convince the manu- 
facturers as we grew tnat we should oe included in 
the petter deals so that we could properly mer- 
chandise. Dince Lt Was our basic policy co 
merchandise at a low price and appeal to the new 
nome owners and to the younger ones who were just 
starting homes, it was very tough sledding to 
convince the manufacturer that we snould be mer- 
chandising ac a lower price, 

MR. WICKWIRE: You are suggesting, 1 take 
it, iv? Was Gisficult for you to convince the manu- 
Facturer that you could move his products in 
Sufficient volume? 

MR. LAWSON; That is right. 

MR. WLOKWIRB: TO Pive you a preferred deal, 
a5 Vourv-ea tl at? 

MR. LAWSON: That is right. 

MR, WICKWIRE: Do you know whether deals 
were available for certain people at that time 
ap preatiy reduced price? 

MR, LAWSON: Oh, time after time we ran up 
against this very thing, that we were trying to 
compete against large dealers, or some dealers, 
who were, as the manufacturers called them, the 
white haired boys. It was practically impossible 
in those days to meet their prices because of 
special deals they had been given, 

MR. wiCKwWIRH#: Then, was there another 
phase, such as trade-ins and so on, in order to 


get around tne maintained price? 
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MR. LAWSON: Well, of course, those were pre- 
ferred py the manufacturer, ambiguous pnrases - 
and I see they still suggest that - such as king 
size trade-ins, etc., rather than a specified 
amount of trade-in. 

MR. WICKWIRE: Would you give us an example 
of the king size trade-in? 

MR. LAWSON: well, it is so ambiguous I do 
not know that I can answer it myself. It has been 
our policy to give the exact trade-in that we will 
allow on certain appliances at that time. This 
dates back to before the prohibition of setting 
prices oy the manufacturer. 

MR. WICKWLR&: It was possible under a system 
whereby retail prices were maintained for a customer 
to purchase a price maintained article at less 
than the price maintained price? 

MR. LAWSON: Yes, out it was not very pre- 
valent, it was very much in the minority. The 
dealers who practiced it to the greatest extent 
were the ones who ootained in some way a special 
deal, and usually tne manufacturer would look the 
ovner way. If a smaller dealer or an average 
dealer practiced the same thing he would get 
severely reprimanded. I was forever being called 
on the carpet oy various manufacturers for doing 
that. 

THE CHAIRMAN: Do you mean these large or 
favoured dealers, who you say ootained special 


deals, would nominally maintain the suggested 
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Fetall price but allow a very large or excessive 
turn-in value for things they took in for part 
payment? 

MR. LAWSON: Yes. 

THE CHAIRMAN: And thereby give a real dis- 
count? 

ME LAWSON: Yes. They might use tactics 
sucn as that but tne more common practice was to 
have erroneous advertising, mutilate pictures, 
photographs of the name brand item, The picture 
ef the model in the newspaper advertisement would 
be mutilated by putting. a large banner through it 
OPAcULUI ae CL iaavcorner So. 1G.cCouldenot. be, recor- 
nized, ssupposedly, by the. rest of the dealer or- 
ganization. The large promoter would sell this 
particular item, which he obtained at a special 
or advantageous price, and consequently the average 
dealer could mot compete. 

THE CHAIRMAN: We had a suggestion the other 
day that sometimes, in order in effect to allow a 
cut-price, a dealer might allow a trade-in value 
of, Bay. 50,00 for an old broom = I think that. was 
Dne example plven. tO. us. Did. you. runyacross. that? 

MR. LAWSON: That was very much in effect 
at the time tnis price-cutting began. The manu- 
facturer at that time was attempting to hold the 
line and tne only way to get around holding the 
line by the dealer was to advertise these ter- 
rific trade-ins on old shoes, brooms, etc. How- 


ever, that bears no weight now. Tne public wants 
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the item and they do not want to de hoodwinked, 
they want it as a cut-price. 

THE CHAIRMAN: Tney do not want any suspicious 
trade-ins? 

MR. LAWSON: They think you are under- 
estimating their intelligence when you advertise 
these fake trade-ins. 

MR. wWICKWLRE: Now, Mr. Lawson, the other 
day there was produced before the Commission ex- 
pLbley T-Lly whiten £ think 1 Wilds-have you verify: 
It is @ copy of an advertisement which appeared 
in the Toronto Daily Star on Thursday, April Sth, 
Labs VP eWilie you look at it and see if you can 
identify it as your advertisement? 

MR. LAWSON? “Yess phat. ie one or our’ ads. 
We ran a number of Similar ads on large’ promotions 
at the time of our anniversary sale, and we had 
all these* products. 

MR, WIiCKwWIRE: I draw your attention parti- 
cularly to two different sets, General Electric 


television sets. ~Do you see them there? 


na 


MR. LAWSON: Yes. 

MR. wiCKWIRE: Perhaps you will read out 
for me how they are distinguished? The one on the 
left is a 21" black daylight picture tube and 
the one on the right is a 21" aluminized tube. 
Does that identify them? 

MR, LAWSON: That. ‘ie correct . 

MR. WLICKWIRE: Illustrated in the adver- 


tisement are two models of each machine. Is that 
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correct? 

MR. LAWSON: That is correct, sir. The one 
above has three. 

MR. WICKWIRE: The one above is a different 
make, what is the one aoove? 

MR. LAWSON: The one above is ultra vision 
with doors, aluminized tube, 

MR. WICKWIRE: Now, it was suggested to the 
Commission that your appliance store was shopped 
and that, .a@e far as. thosesfour G.E. models are 
concerned which are pictured in the advertisement, 
that they had sold tags on them and you did not 
have any others? 

MR. LAWSON: When this particular item was 
put on the sale, these General Electric televisions 
were put on sale, we had procured from the manufac- 
turer, or had on hand, a fair-sized stock of these 
items. We had approximately twenty-four, a couple 
of dozen General Electric sets, and considerably 
more Northern tlectric television sets, which are 
made by «General Hlectric. They are identical 
in every shape and form, the knobs might be a 
little different shape, but that is the only de- 
viation; outside of that the sets are identical 
in every way. We had both General Electric and 
Northern Electric sets on our floor and we had a 
large volume of them. The sale commenced at noon 
on the 8th for this particular item - that was on 


a Thursday, and by Friday at 7.45 we were absolutely 
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sold out. In the interim of that day and the next 
day, Friday, there was just dozens and dozens and 
dozens of people come into our store, it was full 
all the time, and the salesmen were taking sets 
off the floor and also taking them out of stock - 
that 18 "the “card “Index System in the office. So, 
there would be both General Electric and Northern 
Electric sets on the floor, and there were also 
other sets, R.C.A. Victor sets on sale there, an 
Admiral set, a Fairbanks Morse set. 

MR. WICKWIRE: It was also suggested that 
the same shopper returned to your establishment 
ten days or two weeks later and the sale tags were 
still identified with the names of the people who 
were on them when he had been in your shop earlier. 
What do you say about that? 

MR. LAWSON: I cannot see how it would be 
truce. “here might "be, In some instances, certain 
names that would remain on the floor for as long 
as two weeks. The reason being that the customer 
picked out a certain shade of wood they liked 
and that would not be delivered, they were not 
ready, they just wanted to procure the item at 
the sale price but it would not be delivered for 
several weeks. In the main most of the television 
sets were shipped out in the next few days. Wwe 
still had some of these sets - both General 
Electric and Northern Electric - for’ a consid- 
eraple time arter the sale. “AS a matter of 


fact, on our floor at the present time there is 


' 
HK ise _ ay) ore) 7 ok 
cr. Val av 7 >] ef ae 7 > ana. 


ij — ‘Sele a en sauig. 49 ‘peli whee Ba WO > hfe 28 


: \ aw ae yy"! 
bas. asa | se anosok sau, eew raat so a wb 


| 


lie ew ra erase awe ott sno eiqoeg to wiendd 


ae aap Sis wdbotan sat Das Sake ecg tis 


= 
“ \ 


| (egy eb : 
» Mo6tEA tO Yuo mons saines coals One ae6of7T sdv Tie 





} 
{ 
j 


. °° 06 eottTlo edt cf madceys-xebat bres Say RL Jans | 
arseitnonk DAR 9 a ha ole iereass dgoed sd biyow ereis : : 
| ° 


wot osfs sxgw sastd bre ~w0elt sedi te ates otrtosla 


' ae 
\ + 
ney ohn, ae — a awa : 
yy ae ,stedd sleet no vise toraly . ALO. .6tee Fnvo 
' : 
; o 
.jse setol-adandtied 8 ,toe Isetimba x 
9 ® 
> Rote an Le’ rt 
ee? oO iQ Ag Mm Walt 4 BW sk :SALWAOIW AM , 
; Fe 
7 
7 
nsinhetliastves tuoyg 08 - Dems seqqgoda emse sat 
i, i. 
a eyow agsy sf bis tetel aleow owe 10 ayso nes . 


teilyveo qode woy Wl dest - bad ad nedw neiy sO ST8W. 


’ re spi o> . i * nf “ 
°Jedit tuedsS yRe oy ob 7arlw 
- by ft Pines’ « : io +s roiM re § “4; 
mC pow If wos s6e Joona? Mi Woe, Pon Ant aM 
7 
» Tra ee P 4 © F. ae «= whith a 
sissxes ,eeoraranlt ono ti ,ot Jdula erent ont : 
My me i Fe - = f oll a wager .) ‘ mt ra oF as , , a — 
_ syaf ae yo wool and no ofemer Dineow JAN? senso | 
| : . as 
jamogeus sng FBHS Bisse AOeaeys att .8xSSW OW? 4B 
i : ; 
a ean ; 
a ‘ aay pee on) | —_— Poor Pp ee Yorn, tent 
7 pexfl ys pdow to ebade alsdiso 8 Iwo GsHotg » 
i] 


: jou syow vads .Soersvilsp ei ton Disow sada bas 
ig meet orlt exmeerq of betaaw Jeul yedy ,.ybsst a i 


qoL Beswavhtsb od Jou bincw of tuo goatiq olea ony 












tyoheivelss stil Io taom Aisa en? ms “,ONosov lanseves 


‘ 


ow eysb’ Wet txan sat ni dua Beqgide sevew ade 3 
fayenst AI50d --Siee seedy To save Sec aiedeiad Se, 
-biaies 8 Tel - obnpers nrsdiao4% bas oirsoata ya 


I wea rai £ ef .ofBe aft. t9o16 sats slaane oe 


ar 
j 


at 42 bialie ynseeia sd¢ ss ta0Tt m0 1o- lead 


1033 


an ultra vision set which can be had at exactly the 
same price as those: in the advertisement. It 
could be at a lower price than advertised here. 

MR, FAVREAU: You have the names of those 
to whom you sold these sets and they could be 
traced by your delivery slips? 

MR. LAWSON: We could attempt that, sir. 

I do not see why it could not be. 

MR. WICKWIRE: Would the Commission -- 

MR, FAVREAU: So far as I am concerned Il 
would be interested if you could trace them and 
send a list to the Commission. 

MR. WICKWIRE: What is your advertising 
policy generally with reference to cut-rate items? 

MR. LAWSON: Our policy is to maintain 
approximately. the same mark-up on all our appli- 
ances and sell them in volume and in cartons or 
crates as the case may be. 

MR, WICKWIRE: Would you care to suggest to 
the Commision what your mark-up is? 

MR. LAWSON: Teeemacueup is approximately 
10% at the present time on electrical appliances. 

MR. WHITELY On selling price? 

MR. LAWSON: Yes, 10% of the suggested re- 
tail price. 

THE CHAIRMAN: You mean 10% below the 
Suggested retail price? 

MR. LAWSON: No, 10% of the suggested re- 
tail: price above our cost. It figures: out: to 


approximately 17.something of cost price. 
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THE CHAIRMAN: Your mark-up on your laid 
down cost to cover overhead and allow something 
for profit is 15 to 17%? 

MR. LAWSON: That is correct, sir. 

MR. FAVREAU: If your cost is $150.00? 

MR. LAWSON: It would be 15 or 17% of the 
laid down cost. 

MR. FAVREAU: If your cost is $150.00 and 
your suggested list price is $250.00, would you 
take $25.00 mark-up and sell at $175.00? 

MR. LAWSON: Our prices run about 15%, which 
in most cases will run about 10% of the manufac- 
turer's suggested retail price. 

MR. WICKWIRE: You are making a profit, 
paying your way? 

MR. LAWSON: Yes, sir. 

MR. WICKWIRE: We have heard some discussion 
here, Mr. Lawson, about a type of advertising 
called "nailed down". Do you know to what I 
refer? 

MR. LAWSON: Yes, sir. It was very preva- 
lent, it has been in existence and still is, but 
it was very prevalent at the turn of the year. I 
think the biggest instigator of that type 
of promotion is the manufacturer himself. 

MR. WICKWIRE: Why do you say that? 

MR. LAWSON: He is trying to get 
around by devious ways this price-cutting pro- 
position. It is the tactics used mostly by 


dealers who would like to obtain the long end 
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of the profit on every item, advertise one item 
and sell something else at a higher mark-up. The 
manufacturer has in numerous cases - and, of 
course, has approached us on quite a few occas- 
sions - approached a dealer with odds and erds - 
2 of this particular model television set, last 


year's models, 2 of something else, 2 damaged 
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sets, 2 factory returns - and will pay co-operative 


advertising on these items. 

MR. WICKWIRE: You and the manufacturer 
together’ 

MR. LAWSON: Yes, the dealer and the manu- 
facturer will get together and the manufacturer 
will pay 50% of the promotion r advertising of 
these particular sets that he has given him for 
that week, as it were, and he has to buy in 
quantity something else and try to push that, 

MR. WICKWIRE: It would be something else 
from the same manufacturer? 

MR. LAWSON: Something else from the same 
manufacturer, but usually an entirely different 
model - in most cases a higher priced model - 
than the one advertised. It is the way the manu- 
facturer has been trying to keep everything in 
line. He does not have the other dealers break- 
ing out with price-cutting. 

MR. WICKWLIRE: Now, has that sort of thing 
happened to you on many occasions? 

MR. LAWSON: On many occasions I would 


say they have approached us with that thing. It 
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1s'not tour. basic polibey*at ali <to do that type of 
advertising. we definitely prefer to advertise 
exactly what we have and sell it in very large 
volume. 

MR. WICKWIRE: Have you ever done this type 
of advertising or followed this. type of policy 
which you have been discussing? 

MR, LAWSON: The only instances I can think 
of where we have is where the manufacturer has 
procured for us exactly the same item with a 
varying minor change which would be of benefit 
to the customer. In other words: They bring us 
2, 1953 models and we use a photograph of the 1953 
model in the paper and sell a 1954 model when 
they come into the store. In other words, the 
same thing only a better one. 

MR. WLCKWIRE: You say this request has 
been made to you on several occasions to do this 
and on some occasions you have followed this 
poliey? 

MR. LAWSON: That is right. 

MR. WICKWLRE: Have these requests come 
from just one or two of the manufacturers in 
whose products you deal or is it fairly general 
among the manufacturing industry? 

MR. LAWSON: It is a fairly general prac- 
tice amongst the manufacturers in order not to 
start price-cutting in general amongst their 


dealers; but some firms go in for it stronger 
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than others. what I mean is, some manufacturers 
leave. it. -up, to the, dealer,, they, just more or less 
condone it, while other manufacturers will insti- 
gate the whole thing, they will incite the type 
of promotion by supplying the set and suggesting 
prices, etc. 

THE CHAIRMAN: Mr. Lawson, just one further 
Question: You say in some instances you might 
have an arrangement of this kind with the manufac- 
turer in which a 1953 model was advertised and 
when the customer came in you sold him a 1954 
model, Would that 1954 model be sold at the same 
price at the 1953 model was advertised? 

MR. LAWSON; That is correct, Mr. Commissioner. 
In some instances we have sold it at less than 
that... it isa halter on the appliance dealer,., It 
is the. bit they put in our mouths to hold back 
those prices, for example. If it is set up by 
the manufacturer they may even supply the item or 
suggest the dealer look for one in his warehouse, 
the item to be used for a promotional advertise- 
ment, suggest the price he can merchandise the 
item at and then, of course, sell his 1954 model. 
The dealer, however, in most instances, would 
like to go appreciably below even the price sug- 
gested by the manufacturer. The reason for 
the manufacturer setting the price at that par- 
ticular level is that he thinks that type of 
promotion is only worth that much. That is, 


that he knows that the dealer set-up in general 
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will obviously know that it is a type of promotion 
and they, too, will want to get in on the same 
thine. \4ht boaiotidone withwevery."dealervin the 
organization. It might be a promotion of one 
particular dealer in the City of Toronto and one 
in Hamilton, or some other place and they, there- 
fore, like to set the price a little high, even 
though it: 1s.thati type ‘of promotion. The dealer 
would just as soon cut the price very low and 
move them in volume. 

THE CHAIRMAN: Is the effect of this. that 
a 1954 model which has not been advertised is 
sold for the lower price, which might be regarded 
by the manufacturer as reasonable for a last 
year's: model? Is that’ what it: amounts to? In 
effect you cut the price on the 1954 model but 
you advertise the 1953 model? 

MR. LAWSON: 1953 model. That is absolutely 
Corner ta 

MR. WICKWIRE: Thank you, Mr. Lawson. 

THE CHAIRMAN: How soon do you think 
you can let us have the list of these purchasers? 

MR. LAWSON: Oh, probably several days'! 
time’, 

THE CHAIRMAN: Is there anything you 
would like to add, Mr. Lawson? I think we have 
finished all the questions we have. 

MR. LAWSON: I would just say in closing 
that I do not think loss-leadering is the real 


issue at all. The only thing that has evolved 
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that is, of,great, concern. to the dealer in general 
is the type of advertising that has been in effect 
in the last year or so. Some of it is ambiguous 
advertising. I think that that is not from the 
loss-leadering situation but more from the point 
that the law that is in effect now is not suf- 
ficLently-.enfiarced,. 

THE CHAIRMAN: You mean with regard to 
fraudulent advertising? 

MR. LAWSON: That is correct. That is not 
sufficiently enforced with the manufacturers. That 
would clean this whole thing up. If that law were 
enforced and there was absolute free trade in the 
retailing of appliances and household products 
the dealers would be only too glad to bring out in 
their advertising the exact products they have. 
Not 1953 models, or comic advertisements, or muti- 
lated goods; but bring the exact product into 
the ad and the price at which they want to sell 
a sip 

THE CHAIRMAN: Yourbelief, I take it, is 
that the dealer should sell at his price 
without reference to a suggested price by the 
manufacturers? 

MR. LAWSON: That is right. 

THE CHAIRMAN: And should advertise the 
goods he has for sale at the price he is 
welling to sell them at and in the condition 
they are? 


MR, LAWSON: That would be far better for 
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the consumer; far better for the manufacturer. 
The public would certainly appreciate it. 

THt CHATRMAN: Have you anything further to 
add? 

MR. LAWSON: No. 

THE CHAIRMAN: Thank you very much, Mr. 


Lawson, for coming this morning. 
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June 4, 1954. 


Delegation from: CANADIAN HOME LAUNDRY MANUFACTURERS 
ASSOCIATION. 


Comprising: Mr. C. B. Pearce, 

Manager of Laundry Equipment 
Section for Canadian Westinghouse 
Company. 

Mr. Ae Bloom, 
Vice-President of Coffiedd Washer 
Company. 

Mr. R. Neal, 
Manager, Hamilton Branch, 
Canadian Manufacturers’ Associa- 
tion, and Secretary of Canadian 
H ome Laundry Manufacturers! 
Association. 

Mr. Ge Campbell, 
General Sales Manager, 
Hasy Washing Machine Company. 

Mr. G Beatty, 
Vice~President of Beatty Washing 
Machine Company. 

Mr. C0. Raymond, 
General Sales Manager, 
Brantford Washing Machine Company. 


THE CHA IRMAN: elneiswen. the next presentation 
we have this moming is from the Canadian Home Laundry 
Manufacturers Association. Will you come forward, 
gentlemen, 

MR. PEARCE: Mr. Chairman, I have learned you 
like to have the delegation introduced so you will have 
some idea of who we are. 

THE CHAIRMAN: There are two or three reasons, 
and the reporter needs it in taking down the remarks 
by each person. 

MR. PEARCH: My name is Charles B. Pearce; I am 


manager of the Laundry Equipment Section for the 
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Canadian Westinghouse Company. I have had that position 
for eighteen years and I have been in the washing machine 
business for 28 KeEben 

On my right is Mr. Bloom, who is Vice-President 
of the Coffield Washer Company in Hamilton. Mr. Bloom 
was born in the washing machine business, his father 
was in it before him, and I worked for him. 

The next gentleman is Mr. Russell Neal, who is 
manager of the Hamilton Branch of the Canadian Manu- 
facturers' Associdion and Secretary of Canadian Home 
Laundry Manufacturers! Association. I should say at 
the present time I am president of the Canadian Home 
Laundry Manufacturers' Association. 

The next gentlemen is Mr. Ga le Campbell who 
is General Sales Manager of the Easy Washing Machine 
Company in Toronto, and who was with Beatty's for 
27 years. Mr. Campbell has been nearly 30 years in 
the washing machine business. 

The last gentleman is Mr. George Beatty. I do 
not think anyone needs to hve any amplification of the 
name Beatty in the washing machine business. Mr.Beatty 
is the second generation and the third generation is now 
in the business and the fourth is coming along. He is 
Vice-President of the Company. 

I would like to say further that the Canadian Home 
Laundry Manufacturers Association represents all manu- 
facturers producing washers in Canada and I think from 
the record that you have that you will recognize that 
the four men and our secretary really know the washing 


machine business and have spent lifetimes in it and we 
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are some of the men who have helped to build it to 
where it has been. 

The Chairman of our Committee on Resale Price 
Maintenance is Mr. Bloom, who will now, with your per- 
mission, read our brief. 

THE CHAIRMAN: JI would say, Mr. Bloom, if you 
wish to make any comments during the course of reading 
it you may do so from time to time as you go along, or 
at the end as you see fit. 

MR. BLOOM: Mr. Chairman, and gentlemen, we have 
a slight correction on page 2 of the brief that was 
submitted to the Commission earlier. I have extra 
copies which our secretary has just handed me. Would 
you like those, sir? 

THE CHAIRMAN: Yes, we might better have those. 

MR. BLOOM: In presenting this brief of the 
Canadian Home Laundry Manufacturers! Association, we 
will attempt to clarify to some extent, the confusing 
issues that have arisen, and briefly supply informa- 
tion which we believe will be useful to the Commission 
when it comes to consider the chaotic conditions 
brought about by so called Loss Leader practices under 
present legislation. 

The term “loss leadering" is undefinable in that 
it can apply to any number of circumstances pertaining to 
the marketing of a product. We believe that a “loss 
leader" as it applies to this Industry, can constitute 
an item of home laundry equipment, marketed at a price 
either above the actual manufacturer's price to the 


distributor or retailer, or below the actual invoice 
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price at any stage of the retail sale, in either case 
at a substantial reduction from the selling price of 
the product, suggested by the actual manufacturer. 
Under such competitive conditions, the same product 
detit and at present is being sold at arbitrary selling 
prices chosen with complete disregard of the actual 
purchase price from the original supplier, and con- 
sequently, has no relation whatsoever to either manu- 
facturing costs, overhead, advertising costs, or fair 
profit margin. This we submit, might be considered 
what is commonly termed “loss leadering"”. 

The prohibition of resale price maintenance 
under the Combines Act, we believe, was prompted as a 
measure to control the increase in cost of living 
brought about by the general conditions of insufficient 
supply of merchandise to meetnormal market demands, plus 
the surplus availability of purchasing power. We submit 
that under present day conditions, such a situation no 
longer exists and that Canadian industry is now, and 
has been for some time past, producing toa much 
reduced market requirement. Under such conditions, there 
is no room for restrictive practices which interfere with 
the normal flow of merchandise and the natural consequence 
of supply and demand. 

The result of no price maintenance is to destroy 
the basis for list prices and discount procedures which 
has resulted in decreasing the volume of business done, 
bringing about unenployment in the Industry, leaving the 
public confused, and placing the capital investment and 


business good-will of manufacturers, wholesalers and retail 





Fy iebie sig Singe odd emt tdaee owt dt8 eqaae Wowe tebAt 
| gnkttes ywrertidys te bloe gaisd et jnoseq Ye bae , tee 
takes abd 0! Brogetaks stetqms AeiW aesOtto seottg 

dno! bale jal iqgue Lentyise et? mort sokiq e2 alotng 


-uyen tofdie of ToveondAdw no btaiet on tad «titnoupee 
aist to ,edeos pateitrevie ,bsadteyo’ .ateoo gabrusost 


 Gerailenoo sd ddjtm .Simtwe ow eldT .ntgtam tttorg 


.“gnicohoel esol” beatet ylaommoo ef tsilw 


aonscétidsn oo My olseat to notsididorg eft 
8 ee bedonoig say ,owiled sw ,toA aedidmod eid teiayu 
anivii to se00 at oaseteal etd Lot¢nod oF omesem 
fnstottwent to snottlinon Latensy eds yd dived s dd quotd 
eudq ,ebaswed tokran Lemponteem of oeldnadotem to yfqque 
 dtndue GW Gusweq! gu lewiotin ‘Yo QdtCRdatteve wlgwe eld 
on noldeuse # dove .andieibned (eb tnoee1q aebru Jers 
fits ,wont ef ytdeu bal melee? gait dae atetxo tagnot 
doum 0 Ot gakowhowq .teeq emis emoe to? cesd esd 
oxvadd ,atoldibaes dove tobay  daommitvper doxtam beoubet 
idiw evette gat dofdw éooi¢ortg evivotitaet tot er on ef 
aomeupseaco Ietuden eit bas selinetoren to wolt Lamon end 
_hoemed has yigqaqve to 

‘yotteeb OF 6E sonatetatem aottq oa 10 #iveot oct 

dobar ae"mibeoo tt troose!} fas wsotiq tell wt stead edt 
/edob ezenialid Yo emifov edt shievetoeb nt hetineet eed 
att gatvee! (yitbudal ott mt enemolqmnn duods gnigatid 
bas Gusmidovat Iatiges eds amieaiq Sas ,beavInoo otidug 


, ol ile. 


1054. 
merchants in jeopardy. 
As example, according to published informa- 
tion by the Dominion Bureau of Statistics, in 192l a 
total of 24,892 washing machines were produced for a 
total value of $964,662.00. This quantity of produc- 
tion was consistently increased until 1950 when a 
total of 300,798 washing machines were produced for a4 
total value of $29,162,241.00. This shows a natural 
growth of one product esi manufactured by the Home 
Laundry Equipment Industry in Canada during a period 
of years when manufacturers! list prices and control 
of marketing conditions went unhampered. During the 
years 1951 and 1952, under the Restrictive Trade 
Measures of the Combines Act, there were 245,110 washing 
machines produced for a value of $25,845,908.00 and 
25920 e NLS ~produced for & walue of 227.319, 313.00 
respectively. In 1953 our own Association statistics 
show a production of 249,745 washing machines. I 
might say, there, Mr. Chairman, that we do not have 
the value for the 1953 figures because we do not show 
the values in our industry. I am showing here in 1952 
the volume of production was considerably reduced in 
units as compared to 1950 and that there was a further 
reaucti on vin ,.units: in 1953 omer Lo52. The experience 
of the two years under this legislation indicates clearly 
the reduction in volume of units produced and sold as 
compared to previous years, when complete freedom of 
distribution was permitted. The effect of this 
legislation as show, is all the more remarkable when 


one considers that the industry had planned and fully 
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expected increasing production and sales during this 
period. The above statistics show that this trend 
was reversed at the inception of the legislation pro- 
ducing a decrease in sales rather than an anticipated 
and planned steady increase. 

MR. WHITELEY: I do not want to interrupt you 
but I was just wondering if you could supply any in«# 
formation to show if the decrease is greater in areas 
where the price cuts have prevailed or not. 

MR. BLOOM: Our industry tees are only supplied 
geographically and we wouldn't have any information to 
show the number of sales that went into a particular 
areae 

MR. WHITELEY: Even geographical figures may 
be of some help. 

MR. BLOOM: We could supply geographical figures 
but we could not supply local areas. 

THE CHAIRMAN: You do it by provinces? 

Ms BLOOM: Yes, “sir, 

THE CHAIRMAN: We have been told with regard to 
many types of appliances the loss-leadering effect has 
been mainly observed in certain areas like Toronto, 
Winnipeg, Vancouver and Montreal, but not in Alberta, 
or very little, and in the Maritimes not very much. If 
we could get the figures by provinces we could see how 
the whole picture ties up. 

MR. BLOOM: Mr. Campbell just points out we have 
an ll percent decrease for the first four months of 
this year. 


THE CHAIRMAN: Has the percentage been the same 
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throughout the country or greater in different sections? 

MR. WHITELEY: We do not want to interrupt the 
presentation of the brief, but will you just keep that 
Liman indi. 

MR. BLOOM: Yes. 

The pioneering of any products has in the past 
been the undertaking of the smaller appliance dealer 
outlet. The present legislation has introduced such 
a chaotic condition in the field of distribution that 
these dealers can no longer afford to pioneer any mer- 
chandise such as dish washers, dryers, etc., which at 
the present time are being developed as new products. 
The cut price outlets only take advantage of selling 
well accepted products as loss leaders. If this in- 
dustry is to continue the growth developed in the past, 
it must have a suitable merchandising system for the 
introduction of newer and more modern appliances. 

We submit that in so far as this industry is 
concerned, the prohibition of resale price maintenance 
has failed to accomplish the purpose for which it was 
intended. The loss leader practices that exist in this 
industry at present have not reduced the cost of living, 
which has on the contrary risen steadily during the 
period that this legislation has been in force.  Un- 
employment has also increased rapidly during this same 
period. One basic reason can be cited for the general 
confusion existing in the minds of the public when they 
are confronted with so many different price tags on the 
same merchandise; they hesitate to purchase for fear 


that the price they are asked to pay be too high, as 
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they see the same article offered at different prices 
if not necessarily sold. The consumer expects to find 
the product of a reputable manufacturer sold at the 
same price everywhere. 

In order for a local merchant to advertise at 
local advertising rates in a newspaper, the manufacturer 
of his product under contract,must buy a specified 
amount of advertising in that newspaper at a national 
rate. Hxisting conditions, allow the local dealer to 
cut the suggested retail price so that various prices 
would appear on the same merchandise within the same 
newspaper issue and yet the manufacturer, who in this 
instance, is expected to contract for national adver- 
tising, is left powerless to regulate the situation. 
aie cu ~revee--cutiet,- t hererore,” can nulmary the power 
of this advertising am convert the sale to another 
competitive product on which he makes a higher margin 
of profit, thus taking undue advantage of the purchaser, 
The manutacturer, “or supplier is powerless unde present 
Lecrsiation,. to prevent “this condriion, and ws I verdily 
forced by law to condone such unscrupulous and unfair 
practice. Furthermore, if the manufacturer or distri butor 
has a policy of cooperative advertising allowance, he 
must pay for such unscrupulous advertising and cannot 
refuse to do so because the suggested or fair trading 
price is not maintained. 

The effect of such practices, if continued, will 
tend to confine distribution into the channels of the 
opportunist outlets, who cannot be regarded as having 


any stability or permanency, thus ultimately eliminating 
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smaller merchants, wholesalers and manufacturers. 
This would in effect tend to produce a restrictive 
cartel in the industry which, we must presume, it was 
the Government's original intention to prevent. 

Due to the condition of world markets and the 
monetary exchange situation, the percentage of exports 
as compared to the total volume of production of the 
products of the Canadian Home Laundry Manufacturers 
is very limited, whereas the imports of such products 
are completely unrestricted from entering Canadian 
markets. 

Under complete freedom cf manuracturing, supply, 
and marketing, this industry can better serve the 
public and compete with foreign imports than is possible 
under restrictive trade practices which exist. This 
contention is borne out in the reports of the Dominion 
Bureau Of Statistics on imports for the year 1950 as 
compared to 1952 and 1953. Imports of domestic electric 
washing machines, which in 1950 accounted for less than 
lL percent of the Canadian market, in 1952 rose to more 
than 5 percent. Imports of this product in 1953 were 
more than doubled as compared to 1952 and statistics 
for the first two months of 1954 show a continued increase 
in imports. 

The Canadian Home Laundry Industry strongly urges 
that the Combines Act be amended to allow complete free- 
dom of trading practices in our industry. We feel that 
unrestricted competitive manufacturing, distribution and 
marketing can best serve the public interests; can better 


maintain Canadian employment; can best support Canadian Govern. 
men 
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through taxes; will remove the uncertainty created in 
the public mind, and once more induce the public to 
buy with confidence the products that they want and 
need and in which they will enjoy pride of ownership. 

This Industry fully concurs in the opinion that 
Canadian Goverment should take all possible steps to 
prevent and prohibit collusion and combines in industry, 
which would be detrimental to the consumer, but submits 
that a responsible manufacturer should be free to main- 
bain aihbeiteagetling price on tis vrodiiotsy "A return 
to free competitive selling under proper business ethics 
would not constitute any collusion or combine. 

This Industry would respectfully urge the 
Commission to review the restrictive trade practices 
legislation and remove the severe restrictive measures 
of the act for the benefit of all Canadian Industry 
and the Canadian consumer and public. 

THE CHAIRMAN: Mr. pilpen do you Wish to make 
any comments? 

MR. BLOOM: There are instances in newspaper 
advertising which I have brought along to indicate the 
general confusion which we believe has existed. 

MR. PEARCE: May I interrupt for just a moment. 

TI would like to apologize for one of our members who 
came late, and introduce him now. This ie Me Charities 
Raymond, who is General Sales Manager of the Brantford 
Washing Machine Company. The Brantford Washing Machine 
Company have been in the business for 35 years. 

MR. RAYMOND: I am sorry to have been late, 


Mr. Chairman. 
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THE CHAIRMAN: Not everybody can get away at 


the same time, 

MR. BLOOM: We have some advertisements here 
which I have chosen and which I think to be rather 
indicative of the confusion that has been created by 
this type of fictitious. advertising. Would you like 
us to submit them at the present time? 

THE CHAIRMAN: I think they may be useful to us. 
You can mark them as exhibits and have them filed. 

MR. BLOOM: JI have chosen this one particular 
issue of the Toronto Daily Star of Tuesday, May 25th. 
There are three full page advertisements of three 
dealers; on page 9 the New Era Home Appliances, on 
page 11 George's and on vage 13 Better Appliances. 
These three advertisements appear in the Toronto Daily 
star of May 25th, 1954 in that sequence. It shows 
practically all the major appliances including washing 
machines but it is rather unique inasmuch as there is 
one part of the first ad of New Era showing an automatic 
clock controlled range at a big saving at $199.00 and 
two pages over there is the exact cut, it cannot be con- 
fused, the identical mat apparently being used for the 
Birthday Sale price by Better Appliances of 4179.00 or 
$20.00 below the other price on exactly the same mer- 
chandise. JI am just indicating the type of advertising 
and this advertising also, of course, includes washing 
machines. New Era shows an Inglis Washer with no 
established list price, but selling at 4129.00. 

MR. WHITELEY: Do you mean it has none or they 


do not name it? 
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MR. PEARCE: They do not name it. There is no 
established retail price, it is just a selling price 
of $129.00. 

THE CHAIRMAN: The ad only contains New Era's 
selling price. 

MR. PEARCE: That is right. 

MR. WHITELEY: From what we heard previously 
that would be regarded as less offensive type of adver- 
tising. When you commenced you said you were going to 
show these as examples of fictitious advertising. 

MR. PEARCE: The next page of George's ad shows 
a Connor Washer, $189.00, now only $109.00, 

THE CHAIRMAN: Do you identify it as being the 
Same washer in both ads? 

Mis FHEARCH: No, sir, 

MR. WHITELEY: What do you wish the Commission 
to draw from the examples you are giving? 

MR. PEARCE: The reason I submit these three ads 
is to sgnaow the same cuts of a range at two different 
prices in the same issue. 

I am only using that to illustrate the confusion 
that must exist in the minds of the public. 

MR. WHITELEY: That confusion may run over into 
the publicts appreciation of home laundry equipment. 

MR. PEARCE: It does. We have a Similar type 
of unfair practice or unscrupulous type of advertising 
in issues previously and Mr. Campbell of the Easy 
Company, who are involved in this particular situation, 
wishes to talk on that situation as it pertains to the 


washing machine industry. 
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THE CHAIRMAN: Pages 9,) Lleand, 135 tear sheets 


from the Toronto Daily Star of Tuesday, May 25, 1954, 

will be accepted and filed together as Exhibit T-14. 

~~--HXHIBIT T-14: Three tear sheets from Toronto 
Daily Star dated May 25, 1954. 

MR. BLOOM: Mr. Campbell, I think, would like 
to talk on this issue. 

MR. CAMPBELL: Yesterday I heard a very good 
case brought by C.H.M.A. and I don't know why C.H.M.A. 
have to go into our business to prove a case, and as 
usual when you are quoting something you do not know 
about you get things wrong. I have asked Mr. Simpson 
to send you a correction as to page 3 of their brief. 
On page 3 they point to an example of Easy, and say the 
manufacturer's price was $71.75. If my competitors 
thought we could sell washing machines for 371.75 they 
would be hiring me and my production department. It 
should read the dealer paid $80.50. The advertised 
price is $89.00, and it wasn't 389.00, it was $79.00 
and the suggested list price was $109.50. So, as 
you pointed out very correctly, it was a large margin. 

MR. WICKWIRE: I think it was 90 percent on their 
Piecures. 

THE CHAIRVAN: That is just a little confusion 

thrown in from another source. 

MR. CAMPBELL: Now, we come along at the end of 
the year with new models for 1954 and we happen to have 
quite a stock on hand of what we call promotional 


mode ils. We have suggested a list price on it of 109.50 
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1063. 
and we brought the suggested list price down to $99.50 


and then we reduced the price to clear our stock. Now, 
here is what happened, we offered that price to all 
dealers all over Canada. 

THE CHAIRMAN: What was the price? 

MR. CAMPBELL: $80.50. We offered that price 
to wholesalers. 

MR. FAVREAU: That was to wholesalers? 

MR. CAMPBELL: We operate our own wholesale 
division. There is no room in the washing machine 
business for a distributor. There is no room for then 
except in the small town trade, particularly in Westerm 
Canada and small places, but in large centres, no. 

Now, we brought the washer out at a suggested price of 
$99.95, or $99.50, and on January 22nd, Danforth Radio 
advertised the washer at $99.95 and it sold very well. 
On January 27th, Caplan's came out with the same washer 
at $89.00. 

THE CHAIRMAN: How did they do.that on that 
particular model? 

MR. CAMPBELL: They didn't sell a lot of those 
models but they sold a lot of other models. 

MR. WHITELEY: Did they state in th ad that 
there was any limit on the number? 

MR. CAMPBELL: No. 

THE CHAIRMAN: Did they have a considerable 
number of those machines? 

MR. CAMPBELL: Not a large quantity; there wasn't 
a large quantity involved in the whole deal. 


THE CHATRMAN: You don't happen to have the number 
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they had? 


MR. CAMPBELL: I could get it, but we are not 
talking about thousands, we are talking about hundreds. 

MR. PHARCE: Mr. Chairman, I might say while 
around this table we all appear to be very friendly, 
this is a cut-throat business. We are out to get all 
the business we can and we are vigorous competitors 
and I hardly think it is fair to ask Mr. Campbell to 
tell his competitors how many washers he sold to 
Caplan'ts because we also sell Caplan'ts. Let us say we 
cut each other's throats in avery friendly way. 

MR. CAMPBELL: The point I am making here is 
that Danforth advertised at $99.50 but Caplan cut the 
price $10.00 and Caplan was making a profit of the 
difference between $80.50 and 589.00. Mr. Lewis didn't 
like it and he came out on the 2nd of February, two 
days Later, wi th'-a “privce of 979.00. 

THE CHAIRMAN: He would be losing 31.50. 

MR. CAMPBELL: Yes. 

THE CHATRMAN: He would get rich on volume, I 
suppose, 

MR. CAMPBELL: The point I want to make is this, 
I wish one of you gentlemen had been sitting where I was 
sitting the day after ei appeared. This promotion 
was going very well at $99.95, they were all selling well, 
but the telephone rang off the wall for two or three days 
because people were walking in and wanting cancellations 
and I think one dealer sold four and three people came 
back and got 410.00 when Mr. Caplan advertised and all 


came back and got another 310.00 back when Mr. Lewis 
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advertised. 

The point I am making is, this ad put a stigma 
on Hasy because we had dealers wanting us to sell then. 
I would say we lost 30 dealers over the transaction and 
what could we do about it. I was almost ready to get 
on the train and go down am ask Mr. Macdonald what we 
should do. We had in the City of Toronto, I won't 
reveal to my competitors who, but I will tell you name 
after name of good accounts that were lost. 

THE CHATRMAN: You make me feel pretty blue 
because I got one of your washing machines not very 
long ago for $200.00, 

MR. PEARCE: We also sell floor polishers and 
an employee came in and asked me to sell him one and 
I told him to go downtown and buy it from one of the 
shops there who were selling it for less than I could. 
If anybody calls me up and wants a wholesale price I 
téell-than waere to gos7 if I sell. a friend at*wholesale 
price he wants a lot of extra service and he can go 
downtown and get it. 

Now, in the brief here we suggest the present 
Situation prevents the development of new products. I 
have been in the washing machine business for 30 years. 
When I started in the washing machine business and we 
had washing machines, we would sell them to the dealer. 
We would go back in three or four month's time and that 
washing machine would be covered with harness in the 
back of the store and we went so far as developing our 
own stores. Now, we have new and exciting products 


in our business today just as revolutionary as going 
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from a washing board to a washing machine. This auto- 
matic washer and dryer is stymied and I do not think 

it is going to develop. We have to spend many hundreds 
of thousands of dollars to develop tooling and right now 
we are at the cross-roads and don't know what to do. 

I would like to ask this man who was here this moming 
how meny dryers he has sold. If you haven't a dryer 
in your own home and you put one in, you will say it 
does as much as a washing machine for your wife. 

Now, last year in the United States there was 
3,500,000 washers sold and 1,975,000 were automatic 
washing machines. The automatic is just as revolutionary 
as going from the washboard to the washing machine. In 
Canada wer sei: 257/.,000.and only Da y222 Of. parcen t 
were automatic am in the United States it was 56.4 
percent. 

Now, with regard to dryers, every home that has 
a washing machine is a prospect for a dryer. If they 
wash they have to dry their clothes. In the United 
States last year there were 685,000 sold or 19.5 per- 
cent of washer sales. In Canada we have 15,345, or 
5.9 percent of washer sales. 

Now, there are two new appliances we think under 
the present legislation are going to be stymied because 
who is going to invest money to go out and promote the 
Sale and sell you in your home and tell you that you 
Should have a dryer. 

THE CHAIRMAN: I suppose the dryer has been 
introduced in Canada somewhat later in the day. 


MR. PEARCE: Yes. 
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THE CHAIRMAN: There will be some backlog to 


be expected. 

MR. PEARCE: Yes, the American industry came 
along a little faster. I would say in Canada until 
we get 300 to 400 thousand dryers in use it is not 
going to be an item for ready sale. Now, I would like 
to see a dealer who will go out and develop a new pro- 
duct under present conditions. Nobody is going to go 
out and try to sell dryers and automatic washers because 
in that new type of business you have to have a mergin 
of 30 percent. 

MR. FAVREAU: Do you really think you need big 
promotion? 

MR. PEARCE: Have you a dryer in your home? 

MRMPAVREAU: °°oONS WD dont te 

MR. PEARCE: Because somebody hasn't come and 
sold you one. 

NEeArAVSEAUs » Lican'’t afiiorduits 

MR. PHARCH: The reason you can't afford it is 
that nobody yet has taken the time and trouble to bali 
you how. 

MR. FAVREAU: I am not saying the prices are 
too high. I don't know about that but I believe in 
the case of dryers as soon as the prices are such that 
people can afford them the sales will be made quite 
readily. 

MR. CAMPBSLL: If you advertised dryers today 
at $95.00 they wouldn't sell. Price is not a factor. 
We have heard them talking about air conditioners. 


Last year we had salesmen going out and doing a pretty 
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good job but when ads came out at prices we couldn't 
import them for, it just discouraged the development 
of the business. As it is pointed out in our brief, 
there is no way of developing the sale of new products 
under present conditions. 

MR. PEARCE: Might I add something to that. 
Two years ago we put on a selling campaign with our 
dealers encouraging them to put a Laundromat and Dryer 
in the store and invite people to bring their washing 
to the store to be washed and dried. In other words, 
the dealer would prove to them what it would do because 
people didn't believe it until they saw it. They hired 
high school boys who would take a dish towel saying 
"Bring your washing to our store”, and when they saw 
washing on a line they would pin it to it. We hada 
dealer who in three months sold 65 pairs of Laundry 
Twins. I talked to those men a couple of months ago 
at a sales meeting and they said as far as they were 
concérned, they were not in its FI said, "Why, you 
were doing wonderfully?*,. They said they were selling 
then at regular prices and could afford to do the pro- 
motion but it finally @t so bad a woman would bring in 
her clothes, and she would say "I will let you know" 
and they said they would get in their car and follow 
this woman from the store on Yonge Street to George's 
who was selling then at a cut price, 

We talked to George about dishwashers, and that 
is an item that has to be promoted. How many men in 
this room have dishwashers? Now, no one will have dish- 


washers until the salesman goes in and convinces them they 
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need a dishwasher, and that costs money. We go to 
George, who is a big dealer, who bought half a million 
dollars. worth_of goods and sold them at cut prices. It 
was suggested we cut him off. Now, how do you cut off 
a dealer that buys half a million dollars worth of goods. 
This is what George said: "There is no demand for 
dishwashers. Let the rest of the mugs build up the 
demand and I will cut the price and sell them", 
Here is a letter dated January 28th, 195k: 

% We are enclosing card, would you 

see that it gets to the proper depart- 

ment. 

I am writing this for my husband as 
we are greatly perturbed by the decrease 
inside of one week of our washer and 
dryer, and we feel so strongly about 
this that we certainly would never again 
buy a Westinghouse product when the 
public is so poorly protected. We 
bought and paid cash for our two only 
about two weeks ago only to find them 
advertised all over Toronto at #3100 
reduction on the wash, and $100 on the 
aryer »e.«. we think this is shocking, 
probably not the dealers faujt, but 
surely when the public buy an article 
for over #600. the manufacturer should 
protect them to the degree that other 
dealers cannot undersell so greatly. 


We would appreciate hearing just how 
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"this is possible, and once more bring 
this to your attention that it certainly 
does not make buyers out of your product. 

L. Pickering, $1 Brentwood Rd.S." 
I had a letter from a women in Newfoundland. 
“You have heard about the outports of Newfoundland. 
The women in Newfoundland are buying washing machines 
as never before since they are getting the baby bonus 
and old age pensions. I answered here as follows: 

"Mrs. Robert Tucker, 

St. Philips via Portugal Cove R-d, 
St. John's Nfld. 

Dear Mrs. Tucker: 

Your letter dated March 27th has 
just reached my desk, although I notice 
from the post mark that you mailed it 
On LAr best 

The Westinghouse Washer Model CITP 
which you have, was sold in 1953, atua 
Suggested Retail Price of $229.50. This 
price was in effect all the way across 
Canada, including Newfoundland, which, 
as you undoubtedly know, chose to become 

part of Canada in 1948. 

When Westinghouse appliances are sold 
on time payments, the arrangements for 
finance charges are made by the local 
dealer, working with a Finance Company, 
usually. These arrangements are some- 
thing beyond our control or knowledge 


altogether, and there is considerable 
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"variation in them. 

Personally, I was a bit surprised at 
your question 'What is the price of this 
washer in Canada?! When N.ewfoundl and 
decided to become a part of Canada, 
several years ago, I am very sure that 

all of the people in the other nine 
provinces were very happy to have you 
join with us, and felt that the addition 
of the tenth provinee would be, over the 
years, become a good thing for every one 
concerned. We all felt that from that 
day on, all Newfoundlanders became also 
pebtat aus: even though they were not any 
less Newfoundlanders than they were before. 
I have read a great deal about your 
country and have a great deal of admiration 
for the people who live there, and I know 
that this feeling is shared by a great 
many other people in Ontario, and the 
other Provinces in Canada." 
That last paragraph is propaganda. 
Now, I have a letter here from Font hill, dated 
April 19th, 1954, addressed to Mr. John Harrison: 
"Dear Sir: 

I have been given your name as the 
man in charge of all sales of Westinghouse 
appliances, by one of the local stores. 

T am writing to you to ask your attention 


conceming a Westinghouse Automatic 
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"Clothes Dryer. Iwas in Toronto on 

March 4, 1954, and paid cash for a dryer 
at the Consumer's Electric at 1042 Bloor 
Street. The salesman, Mr. Burke, assured 
us that it would be delivered and installed 
by the end of that week. However, three 
weeks went by before it was even delivered. 
Since then, I have called the store at 
least twice and also had my mother in 
Toronto call them, each time being assured 
it would be looked after in a day or two. 
But still, six and a half weeks since we 
bought the dryer, it still has not been 
installed and we have heard nothing from 
them. The last twice I phoned, I was 
referred to a Mr. Freeman at the Yonge 
Street store who promised faithfully to 
have it two weeks ago today but still we 
have heard from no one. Unfortunately, 
the price of the installation and service 
was included in the sale price, or, other- 
wise we could contact one of your dealers 
from around here. In the meantime though, 
my patience is completely exhausted and 

it is certainly seems unpardonable that 
they have not even attempted to explain 
the delay. It would certainly seem worth 
their while, for the name of the company 
and of the store to look after their cus- 


tomers a little better than this. 
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- I would appreciate it very much, 

if you could do something about this 

immediately be cause obviously any con- 

versations with the salesmen in the 

store are as worthless as their promises. 
Yours very truly, 
Mrs. Maurice MacPherson." 

My answer is as follows: 

"ear Mrs. MacPherson: 

We were very much interested in your 
letter of April 19th, addressed to 
Mr. John Harrison at our Toronto office, 
which finally came to the writer's 
attention, as we do not have a 
Mr. John Harrison in our organization. 

We did have, at one time, a Mr. George 
Harrison, who has not been with Westing- 
house for some months. 

It is mther difficult to understand 
why you bought a Westinghouse gutomatic 
Clothes Dryer from a dealer in Toronto, 
when we have a dealer in Fonthill, Wilson 
Hardware, and a dealer im Welland, Arvay 
Blectric. It 1s Brus; OL course, Cia. 
our customers are free to buy our appliances 
wherever they please, but we have always 
endeavoured to have a complete dealer re- 
presentation across the country so that 
Westinghouse customers would be able to 


get the proper attention and service from 


one - a — aa — 
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"their nearest dealer. 

The responsibility for installation 
and service rests entirely in the hands 
of the dealer who makes the sale. He 
must cither give this service Stegate. or 
arrange to have it taken care of by the 
local dealer. I imagine it would be a 
bit difficult for Consumer's Electric 
in Toronto to take care of either 
installation or service in Fonthill, 

This problem is a bit further com- 
plicated by the fact that the Consumer's 
Electric account in Toronto is handled 
by our Toronto branch, but eee One 
in the territory looked after by our 
Hamilton branch. This makes the matter 
& regional .one, we have, cise) 
referredsyour letter.to.Mr. Eric Hall, 
Regional Manager, Apvpliance Sales, 
Canadian Westinghouse Supply Company, 
195 Fleet. Street Hast, eeu tee Ontario, 
and have suggested to Mr. Hall that he 
endeavour to have Consumer's Hlectric 
carry out their obligation to you." 

T have more of these. It goes on all the time 
because our reputation is in our products and it has 
been dragged in the mud and we can do nothing about it. 
Last night on my desk there was a group of guarantee 
cards and on this card we asked them what induced them 


to buy. There is one from Toronto, "I like Westinghouse 
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appliances", one from Winnipeg,"by a salesman"; one 
from ee "by salesman"; one from Ottawa, "“adver- 
tising"; one from Windsor "advertising and salesman"; 
one from Riverside, Ontos. that is near Windsor, 

"We own a Westinghouse Refrigerator”; one from Winnipeg, 
"by advertising", 

I have had ten thousand of those cards come 
across my desk and the comments are so interesting I 
wrote then down in a book and this has been going on 
since 953% 

There is one from Calgary, “prefer Westinghouse"; 
St. Boniface, "Husband bought it"; another "Report made 
on machine by Consumer's Research Bulletin"; then, 
"Advertising plus fact I also had a range”. This could 
fGe0n for hours. 

The point I am making is this; the selling of 
automatic washers and dryers is a selling job and the 
dealer cannot do it unless he has a margin. On Monday 
night of this week I went out after dinner and I went 
into a basement and washed clothes because the dealer 
never found out how to do it. The salesman had said, 
"T cannot do-anything with this woman", I went cown 
and did the washing and I called her up last night and 
asked her how they were and she said they were beautiful. 
It has to be done and these fellows who are cutting our 
throats now will not do it, because they haven't the 
money to do it. They have to have their margin of 
profit. I have spent nearly 27 years in sales education 
work. I used to have meetings in Toronto and have 200 


men listen. I could fill this room with men who learmed 
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to sell washers through me. I ask them to come to 
meetings, and they say it is a waste of time because 
these cut-throat artists will steal the sales from us. 

I had a dealer from up north who came to Belle- 
ville because his wife's health was bad. He came to 
us in our Toronto Office and asked where was a good 
place for him to go into the appliance business. I 
said we needed a good dealer in Belleville and Enos 
David is a good citizen in Belleville today and built 
up a wonderful business. At the convention a couple 
of months ago I said "How are you making out?" and he 
sano, “itd could” gev"oun i would. He said, “These 
price cutters in Toronto have got me buffaloed. My 
customers go into Toronto and buy stuff and bring it 
back and expect me to service it for nothing.” He 
fern “Tf I don't service it they write to Westinghouse", 
and names like neti General Electric, Beatty 
and the EKasy Company are being prostituted in the mud 
by a few price cutters who are capitalizing on the work 
that has been done and who will fail because the pro- 
motion work is not being done, 

Lord Harry, I went out in the early days and 
talked to women. I carried the washing machine into 
the house and it weighed 200 pounds, took her hot water 
and suds out of the tub and put it in the washing machine 
and proved to her she needed a washing machine and went 
back at night and convinced the husband he could afford 
it. I would say, "It only costs you a few dollars a 
week and after she has passed out and is laying in her 


coffin in the front room", he would wish then he had 
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bought her a washer. Do you think that is funny? 
We did it and we got thrown out. I Seen out 
the door and the fellow has said to me, "You cannot 
talk to me like that®, and I Wee "It.is your house, 
it is your wife and your front room in which she will 
be lying deaa", and I have gone back in and got the 
order and that is what built the business up and it 
still has to be built up that way. You cannot do it 
any other way. I think I have said enough. 

MR. RAYMOND: I may say at our Laundry Associa- 
tion meetings, it is necessary to fine Charlie Pearce 
for getting in his commercials. 

MR. BLOOM: Mr. Campbell just points out he has 
the figures broken down. 

MR. CAMPBELL: What I have is for four months. 

We are facing a tough sittwation. The total sales of 
washing machines are down 12 percent or 9,600 units 
this year over last ne and the breakdown goes across 
Clie Counties ln Onbariuo i toi18, 1 percent drop sud oF 
the 9,600 units, 3,992 are in Ontario. Quebec is down 
8 percent, the Maritimes are down 12 percent, the 
Western Provinces, Manitoba 12 percent, Saskatchewan 

1h percent, Alberta 15 percent. 

Now, there is a situation out there I do not think 
is caused by price-cutting. They cannot get rid of their 
wheat. In British Columbia, however, the business is up 
9 percent so I point out the big drop is right here in 
Ontario. That is for the first four months of this .year. 

THE CHAIRMAN: That is where you are experiencing 


most price-cutting? 
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MR. CAMPBELL: The worst area is right in enc, 
and within the circulation radius of the Toronto papers. 
It is becoming a little more of a problem in Winnipeg. 
They haven'tteven got television out there yet and they 
were advertising last week warehouse clearance sales. 

THE CHAIRMAN: Are you getting much trouble in 
British Columbia? 

MR. CAMPBELL: Not as far as actual price- 
cutting is concerned, no. 

THE CHAIRMAN: Because some of the other indus- 
tries seem to be more severely hit out there than 
anywhere else. 

MR. CAMPBELL: I would say as far as British 
Columbia is concerned, applied to washers only, actual 
cut price is not a factor in our business as yet. I 
think this situation in Toronto will spread all over 
the country as time goes on. Today we have a situation 
where some of the largest accounts we had will not buy 
national brands. I refer to the two large department 
stores in the city. They cannot put national brands 
on their floor because they cannot afford to be under- 
cut and they cannot operate on 17 or 18 percent and 
neither could the price-cutter if they had to pay their 
overhead. So what has happened is that we have lost 
these accounts because of the situation in Toronto and 
in one case right across Canada. They are buying 
washers from the United States and putting them in the 
store as their own private brands so they can maintain 
the price. 


Now, we have lost a lot of dealers in the 
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furniture business. Sure, you can cut the prices in 
furniture but it is hard to identify two chesterfields 
and with washing machines the particular model is 
identified and they cannot afford to be undersold. 
Anybody who is going to do a selling job has to have 
a margin of somewhere around 30 percent on selling. 

MR. BLOOM: Mr. eaciecnnihe what Mr. Campbell has 
pointed out in these figures is further evidence of 
the figures we have quoted in the brief, the 1952 
figures being down from 1950, and the 1953 figures 
being down further than in 1952 and the first few 
months of this year being dow. still further. It has 
created a situation in industry of reduction in volume 
and unemployment in the industry. Certainly profit 
margins have been reduced if not completely nullified 
and further than that, the industry is being placed in 
jeopardy to the point where they cannot sell the product 
with the confidence of the dealers. They don't know 
if the price they get themselves is going to be worth 
the value they buy it for. There is a fear created in 
the public mind because of the same situation. Just 
as you said, you paid a certain price to buy a washing 
machine and saw the same models $50 to $100 or more re- 
duted- ine price. It breaks down the confidence you had 
originally in buying that product. 

THE CHAIRMAN: As far as I am concerned, it hasn't. 

MR. BLOOM: I am not speaking specifically of you 
but of the general trend. I am actually afraid to buy 
anything today because I may be taken, because I don't 


know whether the price I am going to pay for it is the 
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right price. I might wind up seeing the product I am 
buying advertised at a considerably lower price. It 
just creates confusion, in my opinion, to such an extent 
that the public are putting off buying. In other words, 
it is actually restricting the normal trade and these 
sales that are being made today at cut prices are being 
made on an anticipated basis. In other words, it is 
anticipated business to such an extent that that business 
is not forthcoming in future. All cut prices anticipate 
a great amount of sales and I believe this situation that 
has been created is anticipating business and it is 
hurting normal regular business to such an extent that 
the people who want not only name brand products but 
new products are putting off buying until such time as 
things have settled down. A number of people have told 
me that personally. I also believe if this situation 
is allowed to continue it will create such a condition 
that a good number of established people in industry, 
both retail, wholesale and manufacturers are going to 
be so hard pressed that they will automatically be com- 
pelled to get out of the business and that will leave 
these individuals or groups of firms or agents in such 
a very firm or solid position that they in turn will be 
able to set their own prices and set their own trading 
condi tions. 

Now, gentlemen, I feel in summing up the brief 
we have presented today on behalf of this industry, 
I believe there is no room for restrictions under pre- 
sent day conditions. There is freedom of supply, 


freedom of employment, there is freedom in every phase 
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of manufacturing, wholesaling and retailing. There 
are no shortages, there is no reason for any restric- 
tions whatsoever. Restrictions one way are just as 
bad as another way. We cannot have restrictions in 
certain phases of industry or agriculture, or natural 
products and have no restrictions on something else, 
or conversely have restrictions in other phases of 
industry. I believe complete freedom of distribution 
and supply and demand will govern all this and as a 
result, gentlemen, I would submit on behalf of the 
Home Laundry Manufacturers that this industry and all 
Canadian industry would be far better off if restric- 
tive practices were removed and complete freedom of 
manufacturing, distribution and selling would best 
serve the Canadian public. It would make them more 
confident in the products they buy than they are at 
the present time under this present legislation. 

There is one other point I would like to clear 
up.e In listening to Mr. Lawson, I believe he was asked 
a question about fictitious trade-in allowances, trade- 
in allowances for an old broom or some such thing. I 
believe that practice was in effect in Vancouver parti- 
cularly and also around this area during a period of 
time in 1951 when there were restrictions also on home 
laundry equipment and all appliances for that matter, 
but those restrictions were in the fom of credit 
restrictions and the addition of excise tax and the 
increase in sales tax. 

MR. FAVREAU: They would give you the trade-in 
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1082. 
MR. BLOOM: Yes. Our industry went down in 


1951 when the sales tax was increased from 8 percent 

to 10 percent and when there was excise tax placed on 
washing machines and home laundry equipment, and further- 
more the credit restrictions were imposed at which time 
the down payment had to be one-third. ‘ite in order to 
get around the restrictive conditions, the dealers 

would overcome the one-third down payment by taking in 

an old broom or an old teacup. 

THE CHAIRMAN: You mean that was general? 

MR. BLOOM: It prevailed in British Columbia 
and in this area and was fairly general. I wouldn't 
say it was completely general. 

THE CHAIRMAN: It would very largely defcat ~ 
the purposes of the credit restrictions. 

MR. BLOOM: It was intended to, I believe. 

That was the answer at that time and in spite of that 
situation, sales of our industry, of washing machines, 
dropped drastically in 1951. It improved very slightly 
in 1952 when restrictive trade measures came into effect 
but the figures were still down in 1952 and down further 
in 1953 and these figires for 1954 you have heard quoted 
are still down. 

MR. WICKWIRE: I am going to do this in reverse 
order this time and ask Mr. Bloom a question on his last 
statement first. I have with me a book prepared by the 
Director of Investigation and Research, and would you 
tur to page 196 on the production of domestic washing 
machines. In 1950 the figure was 23.46; in 1951 it 


gives the months by averages, starting at 30.71 in 
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January and ending with 11.91 in December. As you 
indicated there was a falling off in production. 

In 1952 it begins with 12.43 in January and 
ends with 24.38 in December. 

MR. BLOOM: That is right. May I say as an 
explanation, I believe the budget with the increase 
in sales tax and excise tax came into effect at the 
end of April or the beginning of May. I believe the 
budget was late that year and I believe it came into 
effect some time im May. You will notice in 1951 the 
figures for June dropped 19 and continued to drop all 
the way through to a low in December and into 1952 
until the end of March or the beginning of April. The 
budget was introduced around the early part of April, 
1952, with the excise tax being taken off and credit 
restrictions taken off. 

MR. WICKWIRE: It is a bit difficult to draw 
any inference from these figures that the abolition 
of the right to maintain resale prices had any effect. 

MR. BLOOM: The only reason was there was a 
pent-up demand created by excessive restrictions in 1951. 
People couldn't buy if dealers didn't offer those gimmicks 
such as an old teacup for a downpayment. If the dealer 
was cautious, as he should have been, it created a pent- 
up demand which began to be satisfied. again in 1952, but 
certainly not in comparison with 1951. 

MR. WICKWIRE: On page 1 of your brief you state 
near the bottom of the page: 

"The prohibition of resale price maintenance 


under the Combines Act, we believe, was 
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"prompted as a measure to control the 

increase in the cost of living brought 
about by the general conditions of in- 
sufficiat supply of merchandise to 
meet normal market demands, plus the 
surplus availability of purchasing 
power," 

Now, I have with me an extract from the Prime 
Minister's speech to the House of Commons on October 
15ge95 leone this subject: 

"T do not think that this is going to 
have avery substantial effect on the 
index of the wostbieofelivings ) 1. think 
it is going to bring about some changes 
in resale prices because I do know there 
are instances where the spread between 
what the consumer has to pay and what 
goes to the primary producer seems to 
be inordinately large." 

Now, I suggest to you that was the main reason 
for the imposition of the ban on resale price mainten- 
ance. 

MR. BLOOM: Isn't it a fact in 1950 there was 
still shortages existing in various industries and 
certainly in the appliance industry. In the washing 
machine end of the appliance industry we believe that 
we caught up the pent-up demand, backlog of demand at 
the end of 1950. We were in amore normal type of 
condition at that time than a good number of other 


appliance manufacturers, There were still shortages 
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of sufficient merchandise in other appliances and as 

a result we found in the latter part of 1950 and into 
1951 the washing machine was being pushed to the back- 
ground because there was still such a demand for 
refrigerators or ranges or other appliances. 

MR. WICKWIRE: In other words, if people couldn't 
buy them all at once you are suggesting there are certain 
types of appliances they would have on their list? 

MR. BLOOM: Yes, that is right, and I would also 
suggest because of that situation in appliances that 
retail prices were considerably maintained or higher than 
they would have been if all merchandise as it is today 
were completely free of any shortage of supply. 

MR. WICKWIRE: We have had evidence before the 
Commission as far as small appliances were concerned 
it went froma seller's to a buyer's market. 

MR. BLOOM: Yes. 

MR. WICKWIRE: Would that apply in the major 
type of appliances too? 

MR. BLOOM: Yes. 

MR. WICKWIRE: On page 2 it is suggested: 

wWThe result of no price maintenance is 

to destroy the basis for list prices 

and discount procedures which has re- 
sulted in decreasing the volume of 
business done, bringing about unemploy- 
ment in the industry, leaving the public 
confused and placing the capital invest- 
ment and good will of manufacturers, 


wholesalers and retail merchants in 
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"jeopardy." 

Now, when you refer to decrease in volume, that 
is the manufacturer? 

MR. BLOOM: Yes, sir, we are speaking only of the 
manufacturer in this brief. 

MR. WICKWIRE: Now, Mr. Campbell has given the 
Commission some percentages of his company. 

MR. CAMPBELL: Of the industry. 

MR. WICKWIRE: Can figures be supplied to the 
Commission for the years 1950, 1951, 1952, 1953, and 
also 195? 

MR. BLOOM: ‘WYou mean by provinces? 

MR. WICKWIRE: Yes. 

MR. CAMPBELL: There is one thing I would like 
to point oak and that is the effect of no price main- 
tenance is just beginning to be felt now. Last year 
there was a lot of advanced buying done because of 
price cuts and nowt  ftsislevellinge offs 

MR. WICKWIRE: I have had the figures checked 
in the next paragraph and they disagree with your figures 
in some minor degree although I think the relationship 
by years is about the same. 

MR. BLOOM: JI have quoted, sir, from the Dominion 
Bureau of Statistics that I have here in 1950 and 1952. 
These are Dominion Bureau of Statistic figures and we 
collected 1953 statistics from our own Association 
statistics because we did not have the Dominion Bureau 
of Statistics. 

MR. WICKWIRE: I believe the 1953 Dominion Bureau 


of Statistics figures to be 253,370. 
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MR. BLOOM: We do not have the Dominion Bureau 
figures, sir, for 1953, at least I didn't have it when 
I orepared this brief. I have quoted from the 1952 
figures of the Dominion Bureau of Statistics. 

MR. WICKWIRE: I have a slight variation, it is 
a Little less. ‘Younshew orr195 22597253. 

MR. BLOOM: Yes. 

MR. WICKWIRE: The figure I have is 248,510. 
For 1951 you have 245,110 and the figure I have is 
SHOT Ol. 

MR. BLOOM: My figure here was a total of 
240), HO. We were quoting the conventional washing 
machine. There are other types of machines in here, 
automatics, hand machines, conventional machines and 
other types. 

MR. WICKWIRE: Now, on page 3 you say: 

"The prohibition of resale price main- 
tenance has failed to accomplish the 
purpose for which it was intended. »-The 
loss-leader practices that exist in 
this industry at present have not reduced 
the cost of living which has, on the 
contrary risen steadily during the 
period that this legislation has been 
enforced. Unemployment has also in- 
creased rapidly during this same period, 
One basic reason can be cited for the 
general confusion existing in the minds 
of the public when they are confronted 


with so many different price tags on the 
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"same merchandise; they hesitate to 
purchase for fear that the price they 

are asked to pay be too high, as they 

see the same article offered at different 
prices if not necessarily sold. The 
consumer expects to find the product of 

a reputable manufacturer sold at the same 
price everywhere.” 

Now, I am afraid I must disagree with that be- 
cause I think just the converse is true. I have the 
consumer price index here and I would like to point 
COSI EOs You fOr 195. “the index was 213.7., In L950 it 
was 102.9; 1951 was 113.7; 1952 was 116.5, and 1953 
was 115.5. 

MR. CAMPBELL: It is up since 1951. Washers 
are not included in that, you know. 

THE CHAIRMAN: That may have had some effect. 

MR. BLOOM: Also there was a change in the 
method of reporting the cost of living at that time too. 
The new method of reporting, as I understood it, was on 
a different basis and it was a weighted figure. 

MR. WHITELEY: It is the,same Series. There was 
an old series which was discontinued but the new series 
carries back to the base. 

MR. BLOOM: But the new series has a different 
method of reporting. 

MR. WHITELEY: The new series has a different 
index than the old series but it is related to the 
base that was used. 


MR. BLOOM: The base was used but there was 
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incorporated in it a weighted figure. 

MR. WHITELEY: What is the point of your observa- 
tion, do you say the new series gives a different picture 
than the old series? 

MR. BLOOM: Definitely. Jam speaking now of the 
general condition of the cost of living. 

MR. WICKWIRE: May I point out to Mr. Campbell 
that the consumer price index reached its peak in 
December, 1951, of 118.1 and since then has been steadily 
going down month by month. 

MR. BLOOM: In 1951 our industry was considerably 
down e 

THE CHAIRMAN: Gentlemen, I think we have the 
point about the cost of living. It is very small and 
there may be a great many other factors. 

MR. B LOOM: I only used that to indicate that 
during the period of time, unemployment in this industry 
has increased materially. 

MR. WICKWIRE: On page 3 you said: 

"The, consumer expects to find. the products 
of a reputable manufacturer sold at the 
Same price everywhere," 

Now, I take it you are in violent disagreement 
with the consumers because the evidence we have is the 
consumers like to shop. We have had a lot of evidence 
of that and price is a very important item in the con- 
Ssumer's mind when he buys any product. 

MR. BLOOM: I agree on over-the-counter methods, 
TOT SEN that sort of thing, but when it comes to 


consumer durables where the consumer expects to buy and 
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use the product for a period of not one or two years 

or five years, but perhaps twenty or twenty-five years, 
and we have products of our own manufacture in use for 
thirty re and when an individual or consumer buys 

a washing machine, they buy it for a long time. They 
don't like to see a different price on the same product 
and our products are very easily identified. 

MR. WICKWIRE: There must be a lot of people who 
are unable to buy your products or the products of you 
gentlemen because of the high price. 

MRe BLOOM: Yes, that dsetrue but we have invour 
line, and because of the very rigid competitive mer- 
diha daveane. products of every manufacturer in this 
industry, priced within the reach of the buying public. 

MR. WICKWIRE: I appreciate there would be com- 
petition among the manufacturers but is there competition 
in price under the system suggested by you with the 
retailers. 

MR. BLOOM: Very definitely. We do not suggest 

a-dealer must maintain a list price, we never could. 
We can suggest the product we manufacture bear a certain 
price to the consumer. If the dealer chooses to cut the 
price by offering a better trade-in allowance, or by way 
of actually reducing the price to the consumer, we cannot 
do anything about it. 

MR. WICKWIRE: The manufacturer would have no 
objection? 

MR. BLOOM: I do not think so; we definitely 
wouldn't, from our eee ee but we definitely insist 


under present conditions it is a flagrant disregard for 
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the price established by the manufacturer. 

MR. WICKWIRE: It boils down to this, in a free 
economy, who fixes the price? 

MR. CAMPBELL: In your profession you have a set 
scale of charges for legal fees and if you go in to have 
a document drawn up, they will show you the charge. 

MR. WICKWIRE: JI would suggest in my profession 
that that is a suggesting scale. 

MR. CAMPBELL: Ours is a Suggested price and 
always has been. We never could actually control 
prices the dealer sold the merchandise for. This has 
gone to the a dtrgenaedy where a dealer advertises below 
his cost. 

MR. WICKWIRE: If the dealer can make a profit 
doing it, he can stay in business. 

MR. CAMPBELL: You spoke of one of these price 
cutters and i know them all, and he said to me, "I 
don't know how the little fellow stays in business", 

MR. WICKWIRE: If a dealer makes a profit he 
can stay in business. 

MR. CAMPBELL: Yes, but there is one point here, 
one of these fellows said to me, "I don't know how the 
Little fellow stays in business", and I said, "You ought 
to eens God they are in business because the moment the 
little guy gets out of business, you fellows cannot live 
and you cannot subsist". 

THE CHAIRMAN: Now, you are referring to that 
document again and perhaps you could bring it forward 
and mark it as an exhibit. 


MR. CAMPBELL: I would like to mark it as a 
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horrible example. 

THE CHA THMAN: Several tear sheets from the 
Toronto Daily Star, the first dated January 22nd, 1954, 
the next one is dated January 29th, 1954, and the third 
is February 2nd, 1954, containing advertisements re- 
ferred to by Mr. “Campbell, “will be marked Exhibit T-15. 
~-- EXHIBIT T-15: Tear sheets from Toronto Daily 

Star as above. 

MR. BLOOM: May I also say, Mr. Counsel, in 
regard to a dealer making a profit and staying in 
business regardless of what he sells the merchandise 
for, from the standpoint of the manufacturer, excessive 
pressure is placed on the manufacturer because of this 
type of merchandising. With these various advertise- 
ments to which we have eee one dealer gives his 
fictitious selling price and creates a pressure by 
other dealers on the manufacturer to continue to reduce 
his price. 

MR. WICKWIRE: What is a fictitious selling price? 

MR. BLOOM: <A fictitious selling price is a price 
that is advertised to the public at a figure even below 
the actual cost of the product. 

THE CHAIRMAN: That is hardly a fictitious price. 

MR. BLOOM: It is fictitious only because he 
does not choose to sell it in any kind of volume. In 
other words, we heard just before we came on, a reference 
to "nailed down prices" and these, of course, would come 
in that category very definitely because if he is going 
to advertise and stay in business he must make a profit. 


If he advertises a product at lower than his cost price 
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he certainly is not going to sell any large quantity. 

MR. WICKWIRE: The one person he is going to 
hurt is himself. 

MR. BLOOM: That is right. He is creating a 
situation by continually forcing the price downward 
to the point where the manufacturer must continue to 
scale his price down. 

MR. WICKWIRE: To use your own expression, 
"fictitious price", I am trying to find out from you 
gentlemen if it is the view of the association you 
represent that any price that an article is sold at 
below the suggested price is a fictitious price. 

MR. CAMPBELL: Very often this stuff is bolted 
to) ther loor. 

MR. WICKWIRE: We had a chap here this morning 
who stated that the practice was brought into vogue 
and a lot of manufacturers actually sponsored it. 

MR. CAMPBELL: We are not under oath here, are we? 

THE CHAIRMAN: That is not a good reason for not 
telling the truth. 

MR. CAMPBELL: The manufacturer is hard put to 
todays What we have to try to do is introduce low priced 
merchandise at a low profit and try to tell the dealer .. 
to sell the features of the goodse7é still have a lot 
of dealers trying to make a profit and there is only a 
few bucket shops and it is the legitimate dealer we are 
concerned about. 

MR. WICKWIRE: You would bear out what Mr.Lawson 
said this moming that manufacturers advocate that? 


MR. CAMPBELL: Regardless of what kind of 
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legislation you bring in, we are going to fight for 
existence and we are trying to keep alive now and trying 
to suggest to dealers they offer promotional models at 

a very close ieee: but it is a very hard thing to do, 

MR. WICKWIRE: Then the very people you complain 
about are being aided by the manufacturers? 

MR. PEARCE: They don't need amy help. 

MR. CAMPBELL: In the cut-rate areas, selling is 
a thing of the past. They haven't time to wait on you, 
they say the merchandise is tagged and you can look at it 
and tell what you have to pay. You buy ona price tag and 
we are trying to tell the legitimate dealer if he does a 
little selling he can still make a profit and we have 
to give him a price that will enable him to do so. 

MR. PEARCE: An important thing is that his cus- 
tomer will get better value in the long run, 

MR. WICKWIRE: Doesn't the price factor have 
quite a Wot Horda: with’ it. 

MR. BLOOM: The lowest price isn't necessarily 
the best value. 

MR. WICKWIRE: Ina nationally advertised machine 
made by any company which you represent I would say price 
ies aiimery., big Tector. 

MR. BLOOM: Anything you buy, anything you own 
or possess or ever hope to possess, price is always a 
factor, but the lowest price is not necessarily a true 
Buide. 

MR. WICKWIRE: Should not the public or the cus- 
tomer have the right to choose? 


MR. BLOOM: Absolutely, and we have always believed 
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the customer should have the right to choose and that 
is the reason why we believe we should put a price on 
our product. 

MR. WICKWIRE: And if the public doesn't pay it 
you have to do something about it. 

MR. BLOOM: Not necessarily so. The only time 
we can do something about it is when sales are not being 
made. 

MR. WICKWIRE: Then you have to do something 
about it. 

THE CHAIRMAN: The man who spends his money is 
the ultimate judge of whether your value is good, bad 
or indifferent. 

MR. WICKWIRE: Who is going to suggest to the 
manufacturer, he should develop a new product and market 
it and who is going to determine how much of that article 
he ig hgoinsitoestooljupefoxr? 

MRVSBLOOM?) These public. 

MR. CAMPBELL: The manufacturer has to do that. 

We have to start buying eight or nine months ahead of 
when we are going to sell and you have to figure prices. 

MR. BLOOM: And to meet competition too. Now, 
we want the right to make a suggested Feces 

MR. WICKWIRE: Now, it has been suggested, perhaps 
it is an incorrect suggestion, but it has been suggested 
to this Commission that one of the reasons for this con- 
dition you complain about today was that there had been 
an unrealistic spread between the price to the dealer and 
the suggested retail price. 


MR. CAMPBELL: Are you suggesting we have a 
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combine in our industry? 

MR. WICKWIRE: No. 

MR. CAMPBELL: How can I get more for my product 
if my competitors there would like to beat me every day 
of the week for $10.00? I have to set my price at a 
price that will meet competition. 

MR. WICKWIRE: You corrected the comment in the 
brief that was submitted yesterday where there was a 90 
percent spread on an Hasy washer, and certainly that is 
a goal fora price cutter to shoot at. 90 percent, I 
would say obviously is a bit high. 

MR. CAMPBELL: There are some models in washing 
machines that will carry 40 percent and if you buy then 
in carloads you may get an extra 5 percent. Those are 
top end models and the average public likes to buy a 
good machine when they buy. 

THE CHAIRMAN: 40 percent and 5 percent, that would 
mean approximately 90 percent mark-up on cost. 

MR. CAMPBELL: I suppose that is an extreme and 
the low end lines would only carry 25 percent discount. 
We try to keep the price down too. 

THE CHAIRMAN: That would seem qa pretty high mark- 
up on cost. Suppose your suggested retail price is 5100, 
and 40 and 5 off, makes it $57.00. 

MR. CAMPBELL: There is usually a trade-in involved 
in there. 

THE CHAIRMAN: That is price cutting too; that is 
what we are talking about. 

MR. CAMPBELL: I think, Mr. Chairman, there always 


has been price-cutting but there is some measure of 
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control. 

MR. RAYMOND: TI have spoken to many people who 
seem to think a washing machine is built by a manu- 
facturer who then looks at it and thinks he should sell 
it for so much money. We have a fomula for establishing 
the pri oe’. We take our material, our labour and over- 
head, all of which are affected in various ways, and we 
add them together and say we will then add our manu- 
facturing margin. Now, all manufacturers have a 
different idea of ea. Cte manufacturing margin should 
be. Then we have the price at which we sell that machine 
and we put the sales tax in there and we have the price 
at which we sell it to the wholesale distributor. The 
wholesale distributor says he requires a margin and on 
a general basis you can determine the figure the retailer 
Says he should have and we agree that probably 30 percent 
or one-third is a healthy margin for that retailer to 
have. Now, we have arrived at th suggested list price. 
The advantage of that is this, that many people who go 
out to buy appliances have an old appliance to adr and 
they are more anxious to get a good price for that old 
article than a better buy. It may be he is offered 
$75.00 trade-in on another product, and 450.00 on 
another, and he takes the $75.00 and he actually hasn't 
made as good a deal for himself because he doesn't know 
what the manufacturer says that set should be worth. 

MR. WICKWIRE: You have only had two people in 
the deal so far. You have had a good deal for the 
manufacturer and a good deal for the dealer, but the 


customer doesn't think he has had a good deal. 


Bere: te, 
ue iu a ies - 


i % me : es re 


gam og nettode 2 | ome : 
i joe x : eon: me 


cithna's Yd dite at smi aatdene 
ffee Biv6de ed ‘eantiy ine th Js slat a 
gitdétidates tot sfvact sewed oW yenon do 4 
=tevo ixe aodal wo ated in wo pane if wah aa =. 
ow be ,aykw sooltav ni pedeetts end neidw to’ its \beed 
| “Una Iwo. She bias ‘ffilw ew yee bas taddegod nedd “Bbs 
8 svAd etemeoptonan fia .wolt’ .atetan anititost 
bivoke siya sofsptoe Ty nem «todd dadw to seb tnexe ttt 
atinoam taid [lee aw debiiw te soing Odd eved ow ostT “ed 
solvg sft ovead aw bis etady of xed amie gftd wg aw bap 
ot? statedivte dD -elseofodw odt oF Jf Lloe ow Mokdw ts 
no Sata migten 6 detivpet od eyse totud itdeiB steeeLodw 
vsiltefox ‘ane otnue it att aenimteted ma9 wae slaad beter 8 
tneoteg Of yldedorq tait csige ew bas evet pivode em ayse 
oF Tet latet teas tot Aigt sm qitiiesdt 6 él bttad-eno 10 
softy dell betetigave aid Jo bevivie even ow welt <even 
on ofw algasa Ynam tens .eint af tedy to syadievbs ont 
bits ,tfee o¢ somsiiqgs blo ae evad asoneifiqgs yd of duo 
bio gedd 101 oo fag Boog e 4g of syotxns stom ots yeodt 
herstio et ed ed yam #2  lqud todded © mand fo tte 
fo 00,08 baie ,dovbotq Deiddiie ito Hl-obet?’ 00,209 
tread yliantos wd bis 00.eTe odt coded of bao , reddons 
wom t'aesob of sensed eidenld tot Deeb boog se shem 
«tttow ed bluode tae ¢ aut ayse Textutosiw osm add. tadw 
At eiqoeq out bed Gino evan doy sORtWOOTW me 
eit tot ieeh foog s Bad oved wo¥ \,181 08 Leeh odd 
ead dud ,efeeS edt tot feeb hoog 8 bae sotudoe tous “5 
feb Boog 2 bet Ged of aAntie “$Y he 006 ton 


3-7 
(< 
arate 





1098. 


MR. RAYMOND: We used to feol in the washing 
machine market about a $20.00 trade-in was an average, 
because the dealer would average getting 320.00 back 
on the general run of trade-ins. Here is one person 
to whom he will give $10.00 trade-in, and another per- 
son to whom he will give $30.00 on the same trade-in. 
We have no objection to that, we have no objection to 
him taking a customer in the back room and ae 
"You are a good friend and I am going to give you this 
for $20.00 less than the price”. The only thing we 
object to, when we establish that price as a safeguard 
to the public and it is advertised we are going to sell 
a $185.00 washing machine for $165.00. 

MR. WICKWIRE: And you gentlemen still don't be- 
lieve the customers plays any part in determining the 
price? 

MR. RAYMOND: Very definitely, but the customer 
is only safeguarded if he knows what he should pay. 

MR. WICKWIRE: In a free enterprise systen, 
shouldn't the customer have some freedom of choice? 

MR. RAYMOND: He has; he puts the two machines 
side by side and says, "For this value I would sooner 
have this machine". 

MR. WICKWIRE: There is a difference between the 
cheapest car made and the most expensive car. There are 
a lot of people who cannot afford to have the most ex- 
pensive car. 

MR. PEARCE: They are the ones who buy them. 

MR. BLOOM: It is the same in washing machines. 


MR. RAYMOND: Any dealer who is worth his salt 


eile idieaenaiameat 
woeteq emo af ete | eatinbes te pe att 
~veq tatdone 509 yub-ebard 00,04 ovtg Lt 
.ib-ebort oman ot Ao, 0.084 oxty Lie eif.nosk OF noe 
od softestdo on evad ow , tad? o¢ mottoe|do.on oved ol 
wiiyse ite moot dosd ond at tamot eu 2 patted mid 
aidt yoy oviz od gatos ma I fae bao fr? boos .s 2t8 HEX 
ew aaing ylao ott s"eotaq odd cad peel 00.08%) Sa 
Sisizelee s ee aoine tad detidetdae ow modw .o¢ doefdo- 
filer. ot auton ots ow boatitevbe at tt one obldiy, edt. od 
00.2018 wt saine a goidesw 00 .881g 8 
-od d'so6 Llite semelioeg voy hak sEAIWAOTW sau 
oat gabutmradeab noi diaq yas a aly. a vemoteuo ait ovett 
Peolig 
Temod ego ats: oud ytiasialien qteY sQ@MOMYAR. .AM 
» YB bLuone oh trim evoot el TM bebtsvgetee ylao-et 
meg eya sabucetas eett eonl +istIWAOTW eM. 
Sesotots to mobeert emoe eved temoseso eat }abinods. 
eontsosn owd sit eavq ef ead eH .:GHOMYAT .AM . 


Wis TE 


tenooe Bivow I eyisv aidd to% .eyse bas obia yw ebka. 


-“*onisioan Bing ovat, 


end wesw ed soueteTTih A el esedT OAT . si . 
site etes? .tso evianeqxe tecm, cit bas ebem 180 steageeds.. 
“xb taom ed} ovad of bidite Jogues odw elgosq to toL a. 
-  «%s0 evi eneg 
-norkt Qos od bene eit eta youl  :SOHATd .a, 
-otsisiona side at omse oft at oI MOONE. co mt - 
lie aon et Aieaeiubas “MOMMA A, soi | 





1099. 


is certainly not going to let a customer come in and 
buy the cheapest product. When you go into a store 
where you are well known they are not going to show you 
cheap merchandise, they say, “We are not going to sell 
this to you, this is what you should buy", and they tell 
you whye When you go in and ae "Here is a machine 
offered for little or nothing, have you this machine", 
they say, “We have one if you want is. but we wouldn't 
offer that to one of our customers. We don't expect 
you would want that sort of thing and we don't think 
you would be satisfied". If you pay $10.00 for some- 
thing, it is worth 810.00, and if you pay $50.00 for 
something it is worth $50.00, 

MR. WICKWIRE: If I have the opportunity to buy 
a Brantford machine at less than your suggested price, 
why should I not? 

MR. RAYMOND: There is no reason that you should 
not, but the thing is you know we have an established 
price which is arrived at by taking our pacer ot, over- 
head, and putting in the tax and establishing a price. 
Of course, there are many other items. 

MR. WICKWIRE: Of course there are. Dealers!’ 
expenses are not all the same. 

MR. RAYMOND: That is right. But we do not 
approve of dealers selling at less than 30 percent. 

MR. WICKWIRE: Would you give discounts to 
dealers for quantity purchases. 

MR. RAYMOND: Small ones. 

MR. WLCKWLRE: Would you object to the dealer 


passing that on to the customer? 
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MR. RAYMOND: Not in the slightest as long as 


he doesn't come out and sell a $185.00 Locomotive 
Washing Machine for 135.00. How would all these cut- 
rate stores sell if they didn't advertise? 

THE CHAIRMAN: I am trying to find out what your 
objection is. Is it the fact that they sell at these 
prices or the fact they advertise them? 

MR. RAYMOND: If they didn't advertise them they 
couldn't exist. 

THE CHAIRMAN: We want to get what your objection 
iss 

MR. CAMPBELL: Chiefly it is advertising. 

MR. RAYMOND: At one time, under resale price 
maintenance we didn't have to sell. 

THE CHAIRMAN: Cannot you control the advertising 
policy? 

MR. RAYMOND: Not in prices. How could we iff 
we didn cutimhimiont? 

THE CHAIRMAN: You could stipulate that your 
machines were to be advertised in such and such a way. 

MR. CAMPBELL: Can we say price? 

THE CHAIRMAN: We were told the other day about 
avery serious situation pertaining to this nailed down 
business. If a manufacturer doesn't like that cannot 
he “gyt. off the dealer? 

MR.» CAMPBELL: If he sells; one it is not nailed 
down,is it? How can you prove he hasn't sold one? 

MR. RAYMOND: You have no way of proving it. 

I saw a Locomotive Washer, brand new, advertised for 


$89.50. We have not made that model for three years, 
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I know there was no use following up that advertisement 
because it would have been sold. 

MR. BLOOM: We have submitted a paragraph re- 
garding Saat eboianen The nanufacturers/expected to 
‘pay contractual rates in order to substantiate the 
local dealer advertising his product. TheBelra ne <i Z 
our product is advertised under this cut price condition, 
the manufacturer is not only powerless to help that 
Situation but he has to pay for half the advertising. 

THE CHAIRMAN: Do you mean to say he must pay 
for half the advertising? 

MR. CAMPBELL: Can you tell me how we can get 
out of -it. Orecen WexnsayebOnayieoler.oVIif you would 
advertise at our prices we won't pay for it?" 

THE CHATRMAN: Certainly. 

MR. CAMPBELL: Can we say, "If you don't advertise 
at the price we suggest"? 

He CHA LRMAN: «YoOu-can say, "Ef .you don't adver- 
tise in the way we approve of", 

WE. PGAMPEELiie yGanadsay toya dealers if. you 
donttvadverti seat my price I domit. have, to-payeror, it". 

THE CHATRMAN: You can make any contract you want 
with him. 

MR. CAMPBELL: Can I mention price? 

THE CHAIRMAN: I do not see anything in the law 
to stop you saying you won't pay. 

MR. CAMPBELL: Supposing there is this man in 
the comer here who has always maintained my prices 
and I pay 50 percent, but this man here that cuts 


prices, can not I say, "I will not pay for your 
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advertising." 

THE CHAIRMAN: Ido not see why not. 

MR. WICKWIRE: Where does this contract come in? 

MR. CAMPBELL: That has been the custom for years. 
It is standard business practice. The Toronto Daily 
Star which carries the biggest percentage of these cut 
price ads insists the manufacturer place a contract 
for a certain amount of lineage at a national rate 
before his prodiuct can be advertised im their paper by 
a local dealer at the local price for advertising. 
There are two rates for advertising, national and local. 

MR. BLOOM: That is a fom of combine. A good 
number of Canadian newspapers have established that a 
national manufacturer must place a certain contract 
over a year at a certain figure or otherwise the local 
dealer that Seo an ad must pay the rate, so for 
that local dealer to get the local rate, the manufacturer 
must contract under national rates for a year. 

Now, the biggest percentage of manufacturers 
in this industry have what we call a co-operative 
advertising plan, that is, the dealer inserts the ad 
with his name promineatly advertised and the manufacturer 
pays 50 percent of the cost of that advertisement. Now, 
this industry has been under the impression that under 
this legislation we cannot refuse to pay one-half of that 
advertising. Are we under some misapprehension. 

MR. RAYMOND: The pamphlet of my company read that 
we wouldn't co-operate in advertising if the dealer who 
was advertising placed a competitive product in the same 


box or if he advertised the product at less than the 
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price established by-the manufacturer. Now, when re- 
sale price maintenance was rescinded, I took all these 
pamphlets in our office and had these words struck out 
because I considered them illegal. Those forms are 
going out of my office today with that line struck out 
and have been for several years. 

MR. WICKWIRE: I have just one further question, 

MR. PEARCE: We would like to know if that 
advertising is legal. 

THE CHAIRMAN: All I am going to suggest to you 
ig you can cut the dealer off for anything but price. 
NNow, if you believe you are tied up with a dealer so 
as to confine it and make it impossible to do so, I 
cannot help you. 

MR. PEARCE: You should realize in this business 
a dealer is an important man, but let me put this to 
you.e. You go into a dealer's store and look at a 
Laundromat, the leader in the automatic washer field, 
and you say “How much is it"? And he says: "$374.50". 
You say "Thanks very much" and walk out of that store 
and begin to shop and go into another store and say, 
"How much is the Laundromat", and in your mind $374.50 
is set, but you go down the street, and the fellow says, 
"T know the Laundromat is $374.50 but I will sell it to 

and 
you for $329.50, if you want to buy one ,/I know where 
you can get it for $299.00". 

MR. WICKWIRE: I am one of those people who 
might not want to give $25.00 or $50.00 worth of sales 
talk. I believe your ad that I saw in the paper. You 


had that advertised as the best thing that ever happened. 
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I am one of those people who want the right to choose 
what I have to pay. 

MR. BLOOM: Are you not in that position at all 
times whether the price is advertised or not? 

MR. WICKWIRE: I am suggesting to you under the 
system of resale price maintenance I do not have that 
privilege. 

MR. CAMPBELL: You are suggesting a $30 or 40 
Sales talk; are you suggesting we should not have 
salesmen? 

MR. WICKWIRE: No. 

MR. CAMPBELL: Somebody has to pay him. 

MR. WICKWIRE: Iam perfectly willing to agree 
with you that in the introduction of a new product, 
surely you must count on something for introducing it 
to the market, to make a market for He but I cannot 
for thewiife! of) me) seej;vand [perhaps youccanl tell me, 
why the public should go on paying further. 

MR. CAMPBELL: We have a competitiov who keeps 
the price down. There is lots of competition, 

MR. PEARCE: Further than that the price comes 
down as the market increases because the Laundromat 
sold for $479.00 until the salesmen went out and created 
a market for it. 

MR. WICKWIRE: I can see I am going to have one 
of your machines yet. 

MR. PEARCE: You see, there is no demand unless 
it is created by salesmen. I have a neighbour next door 
to me who is Superintendent of a foundry, and another 


nei ghbour turned up that night with a Buick Special which 
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sells for about $3,000, all yellow ami chroweand gaudy 


and my neighbour, who is not an educated man, I asked 
him, "What do you think about it?" and he said, “I don't 
think it is any good, it is only a couple of hundred 
bucks more than a Chevrolet", 

MR. WICKWIRE: JI am one of the ones who believes 
when better automobiles are built, Buick will do it. 

MR. RAYMOND: I thought this was an interlude 
because the point has not been settled. From the time 
the suggested list prices was established by the manu- 
on the competition between manufacturers will 
mean either success or failure of that individual 
manufacturer and that is the way it should be. Now, 
those who have remained in the business all this time 
have, I submit, been putting out merchandise at fair 
prices. 

MR. WICKWIRE: wae iebave ong more question on 
page 4 of the brief. You state: 

"“Inporis of such products are completely 
unrestricted from entering Canadian 
markets." 

I would refer you gentlemen to Schedule A of 
tarite “tem AI SBs 

"Washing machines, domestic, British 
preferential tariff 15 percent, most 
favoured nation 25 percent, general 
tariff 35 percent.” 

I suggest there is some measure of protection. 
MR. BLOOM: I did not suggest there was no 


measure of protection. I was suggesting there was 
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complete freedom of importation. 

MR. WICKWIRE: You suggest the imports of such 
products are completely unrestricted? 

MR. BLOOM: There is no embargo on them. 

MR. WICKWIRE: I am glad I raised that point. 

MR. PEARCE: We have been villified, and I am 
speaking for Westinghouse again, in the House of 
Commons. 

There was a Laundromat selling in Detroit and a 
Mamber of the House said it was the same machine that 
was selling in Windsor and the differential was $300.00. 
Not a word of what he said was true. Our American 
menufacturers make 1400 Laundromats a day -- we make 40. 

MR. WICKWIRE: I always understood that Beatty 
was a very good name too. 

MR. PEARCE: Are we just clear on whether we are 
going to get a policy for advertising? 

MR. RAYMOND: We can do anything except for price. 

MR. CAMPBELL: We would like an answer to our 
question about the advertising price. 

THE CHAIRMAN: We have given you all the answer 
we can. 
--- Whereupon the hearing adjourned at 1.05 P.M. until 
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DELEGATION FROM: SUNBEAM CORPORATION. 
COMPRISING: Mr. Be He Le Symmes 


Herman T. VanMell 
--- The hearing commenced at 2.00 P.M. 

THE CHAIRMAN: The hearing will come to order, 
gentlemen. This afternoon we have representations to 
be made on behalf of the Sunbeam Corporation. 

MR. SYMMES: I am appearing for the Sunbeam 
Corporation. 

THE CHAITHMAN: Your full name? 

MR. SYMMES: BoH»L.Symmes. With me is 
Mr. Herman T. VanMell. Mr. VanMell is a Director 
and Secretary of the Company and is counsel for the 
parent company in Chicago. 

On the hearings in Ottawa, when it became 
apparent the Commission would be interested in infoma- 
tion firsthand as to fair trade as it goes in the United 
States, we thought it would be of interest and serve a 
useful purpose to tell you about it and answer such 
questions as you wish. Mr. VanMell has had extensive 
experience in the United States, 

THE CHAIRMAN: We.welcome Mr. VanMell and will 
be glad to hear his observations and comments. 

MR. VANMELL: Thank you, Mr. Chairman. 

May I amplify the position of the parent company. 
We have participated in the drafting of the McGuire Act 
which is a federal enabling law. We have assisted in 
the drafting of various state legislative laws and we 
have assisted in the drafting of a bill currently before 


the District of Columbia committee to correct avery bad 
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situation there which I will explain a little bit later. 
dicen Sunbeam Chicago's experience has been rather 
extensive on the legislative front. On the legal front 
we have had more than 300 cases in court in various 
states of the United States to enforce our fair trade 
structure and we have had most extensive fair trade 
litigation experience. From a practical standpoint, 
the Sunbeam appliances of which I have three represen- 
tative samples, have reached a position of pre-eminence 
in the United States which makes them particularly 
desirable for loss-leader ere ae hurt us 
for reasons 1 shall explain. Because of this background 
and because it seems to us that Canada is on the verge 
of some of the conditions which now exist in the States 
that have no fair trade laws, it may be helpful if we 
commented on our experiences and tried to relate it to 
the present gituation. 

Coming over on the plane I had an opportunity 
to read the compilation today and I was interested to 
know that practically all discussion was angled from 
the, distri buthbom sides | dm other words, it ia) like, the 
fable of the goose and the golden egg and you remember 
there was a thought if the goose laid a golden egg a 
day, you could kill it and get all the eggs. 

MR. WICKWIRE: Ido not want to interrupt you, 
but are you referring to the Green Book? 

MR. VANMELL: Yes. 

MR. WICKWIRE: There is no discussion in it, it 
is a compilation of facts. 


MR. VANMELL: I correct myself. 
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Now, it is a very important question as to how 
we Shall divide up this golden egg which is symbolic 
of our standard of living. It is equally important how 
we got the goose that laid the golden egg and how you 
protect the health of that goose. We are very much 
interested in our own health, we have the health of 
Sunbeam (Canada) as well as Sunbeam, Chicago, to consider 
and we think it is important to the community as a whole 
and to the consumer, and there are many considerations, 
not only as to distribution but manufacturing problems. 
Now, we urge a return to the common law as it 

existed before Section 34 of the Act was enacted. I 
think you gentlemen are eas of Section 34, and that 
it is a radical departure from the common law and I 
think it would be appropriate to state at this point 
what the common law is, and I am reading now from 2: 
Ghancery Reports, page 275, 1901, and the case is 
Elliman, Sons & Company vs. Carrington & Son Limited. 
This case came on before one of the most noted 
Chancellors that ever sat in modern times, Mr. Justice 
Kekewich. Thais case imvolved resale, faim trade, a 
contract situation and is precisely identical to that 
which we actually use in the United States. I will 
read from the headnote: 

"The plaintif f who were manufacturers 

of goods, sold them to wholesale traders 

under a contract whereby the purchasers 

bound themselves not to sell the goods 

for less than certain specified prices, 


and if they sold to the trade to procure 
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"a similar signed agreement from every 
retailer whom they supplied. The pur- 
chasers sold some of the goods to retail 
traders without procuring fromthem any 
such agreement as provided by the contract. 
This action was brought to restrain such 
conduct and to recover damages.” 

THE CHAIRMAN: The action was by a manufacturer 
against the distributor? 

MR. VANMELL: Yes. 

THE CHAIRMAN: Not a retailer? 

MR. VANMELL: Not a retailer in this case. 
Objection was made by the Defendants that this contract 
was in restraint of trade and that is really the issue 
we have here. 

THE CHAIRMAN: Did you ever see the Selfridge 
case? 

MR. VAN MELL: I am not familiar with that case. 

THE CHAIRMAN: There was privity of contract. 

MR. VANMELL: There was no privity of contract. 

I will interject that in the 45 states having fair trade 
laws we follow precisely the system described in this 
casé. 

We sell only to distributors who contract to sell 
only to retailers, who in turn have to sign a contract. 
No matter who violates the contract we have the right to 
sue them on this contract. That meets the point you 
raise because our system provides for it. 

Now, I do not like to burden people with lengthy 


opinions but I think this case is right to the point. 
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I will read: 


"The Plaintiffs are manufacturers of 
Hllimans Royal Embrocation for Horses 

and Cattle and Elliman's Embrocation 

for human beings. They are not bound 

to sell the embrocation at all. They 

are not bound to manufacture it. They 

are at liberty to do so as they please, 
and waen they have manufactured it, they 
are at liberty to sell it at whatever 
price they choose to fix -- it may be 

a prohibitive one, or it may be such 

a small price that they cannot make any 
profit out of it. Theat is entirely for 
their consideration. Carrington & Son 

are minded to buy Hlliman's Embrocation 
with a view to selling it again -- that 
is, to buy) it woolesale in order to sell 
LoOrothers veLbail anda imen "sma ko.13 
bargain with them that they shall not sell 
it below certain prices -- that part of the 
bargain has not been broken -- and that 
when they sell to others they will procure 
from those others the agreement that they 
will not sell it at below certain prices. 
Why should not Messrs.Elliman be at liberty 
to fix the price in tht way? Nobody 

has argued, and it could not possibly be 
argued, that they are not at liberty to 


fix the price on the first sale to 


paar 
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"Carrington & Son. Why should they not 

be at liberty to mke a further bargain 
with Carrington & Son that they shall 

not sell it below a certain price? It 

is said that it is in restraint of trade. 
In Oné SenSe it is, but it is just as 
much and no more in restraint of trade 
for Elliman's to say that they will not 
sell at all. It seems to me that what 

is restraint of trade as regard Carrington 
& Son is really the liberty of trade as 
regards Elliman,‘ 

To paraphrase that, the so-called restraint of 
trade by which we attempt to control the price in Toronto 
at resale is precisely the liberty of Sunbeam, Canada, 
to fix the price in the manner in which it thinks will 
move most of its products. There is one liberty and 
another liberty and the decision to be made is which 
liberty is more to the advantage of the public as a 
whole. 

I will continue a little further from the opinion: 

"It is merely a question whether a man is_ 
entitled when he is selling his own goods 

to make a bargain as to the use to be made 
of them by the purchaser. It is said that 
the contract is against public policy, but 
that phrase merely embodies, for the present 
purpose, the great principle of restraint 

of trade, and to say that it is to prevent 


Messrs. Elliman from exercising their ow 
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"discretion seems to me to be applying 

a well told principle of law to facts 
to which it cannot have any possible 
application. On the question, therefore, 
as to the validity of the contract, I am 
entirely against the Defendant." 

Now, the Chancellor pointed out Elliman created 
that embrocation. We created that MixMaster in the 
early 1920's. There wasn't such a thing then. You 
prepared your dough by putting it in a pail and stirring 
it with a spoon. A few restaurants and hotels did 
have fixed mechanical devices. If you wanted to squeeze 
an orange you got a little metal or glass or porcelain 
device and squeezed it that way. If you wanted to 
shred lettuce or cabbage you rubbed it in the way that 
goes back to the middle ages. Sunbeam in Chicago could 
see Mixmaster'ts latent possibilities and Sunbeam created 
ore Nobody could demand we create this. It took years 
of effort in the experimamtal department. We finally 
got this device am said, “Here is something that will 
lighten the load of the housewife and contribute to the 
enjoyment of living and will sell". Finally our 
experimental department said, "We have set up the manu- 
facturing process", I would like to say this went on 
the market in 1930 in the United States and in 1932 in 
Canada. The mental process was this, we have something 
we think is desirable, we know the housewife is skeptical 

and she will have to be shown. There is nothing like 
it at all on which she can base previous judgmat or 


experience. We also know to make this device it has 
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to be die cast, it uses bakelite housings, and it has 
glass balls. We have to set up very elaborate production 
machinery and we have to have pieces that probably cost 
$500 to $1,000 to make. The only way this can be made is 
by mass production. oO Ube eigineers tell us, "You need 
such and such equipment" and so on, I don't know what the 
figure was in the 1920's, but let us say a total to tool 
up for that would cost perhaps $500,000. If you could 
see our factory in Chicago or Toronto you would see 
things are laid out along the process of what we call 
straight-line production and you are familiar with the 
processes. They say we will start off with a capital 
investment of $500,000; we will have to train a working 
force, we will have to buy materials and probably lay 
in another $500,000 worth of material and we shall have 
to spend another $1,000,000 in labour until we get a 
supply of these off the line. They come off the line 
at 250 a day and have to move and have to be sold. Our 
engineers can figure out production but not how much it 
costs. Well, how are we going to get that initial out- 
Lay Of. a milion or 1,500,000 back and make a profit. 
I think the way is to proceed to have retail dealers say 
they will put two on their shelves, and to continue until 
we have at least 100,000 dealers saying they will take 
these. They have to do it simultaneously, you cannot 
have one dealer in Chicago say, "I will take a chance and 
take five." 

Now, what calculation does our management made as 
to the probabilities. We say, how are you going to 


price this to the consumer. We know what it cost to 
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set up the machinery, we know we have to sell 500,000 
units before we start to make a profit. What price are 
we going to charge? Then you come to the point of 
services to the retailer and the cost varies as has been 
brought out from a very small amount to a large amount 
depending on the nature of the product. You have to 
figure the cost of moving something like this first when 
it is brand new and later re it tums over two and a 
half times a year. We do what all prudent business men 
do, they resort to averages. I think this is something 
that has not been brought out in any detail before in 
this hearing. Every decision in lite, business lives, 
government lives, is based on averages. The Canadian 
Pacific Railway when it sshedules a train figures out 
that over 100 people are going to ride between Toronto 
and Windsor. There may be 100 who may not ride but it 
doesn't alter the fact if the averages are correctly 
drawn they can schedule a train service and they set up 
schedules and provide the service. This is a very im- 
portant point and I hope I can emphasize it sufficiently 
so that you know our problem is based on averages. I am 
not discussing the problem of one retailer who could dump 
thig on his Ploor and turm it over for a few cents. We 
cannot run on that expectation. We have to do just as 
the Bell Telephone Company does. They estimate how many 
average calls can be expected. The utility companies try 
to figure out what the average electric load will be and 
try to take care of peaks and heights. The life insurance 
companies contract to pay you if you die before a certain 


time. That is all done on averages. 
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CRED. 
MR. WHITELEY: I do not want to interrupt the 


flow but it would seem to me public utility does try 
to scale their oytout so as to build up loads. If 
they have an off spy tt they do not take the average 
cost and say this is the average cost. 

MR. VANMELL: That is a very good point you made. 
They try to find out the rate. We do too. In the small 
appliance business, 40 percent of the business is done 
in November and December. 

MR. WHITELEY: Iam speaking of a price basis. 

MR. VANMELL: To manufactur products for December 
we have to start doing it early in the year. We try 
to divide the work load to keep our people employed all 
twelve months of the year. Now, the prices utilities 
chares are uniform. Please do not think IT am urging 
we should be a public utility because my argument is 
the reverse of that. I am trying to explain ‘how we 
arrive at a selling price on the Mixmaster and the Iron 
and this hew product. 

In the United States there are bodies who have 
compiled statistics on averages. This is not done for 
fair trade or any such purpose as that. They are done 
for auditors' use and managenent use. Now, I am going 
to summarize these and with your permission I would like 
to file them in evidence. 

This is a bulletin of the Harvard Business School. 
It has been brought out every year for many years and is 
headed "Operating results of Departmmt and Specialty 
Stores in 1952". These results are based on returns of 


349 department stores in the United States, which represent 
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practically all the important department stores there 
are. The percentage of grossmargin according to this 
Harvard Survey was 35.25 percent. That is just simply 
another way of saying that the cost of goods is 65 per- 
cent and you have to add that much to arrive at your 
selling price. Now, how is this money spent. 18 per- 
cent was payroll; 2.65 percent real estate costs, which 
may be rental or amortization ; advertising 2.7 percent 
-- a surprisingly small figure in view of what some people 
think -- taxes 1.8 percent; services purchased 1.3 percent; 
all other expenses 4.4 percent. There was a net gain 
before Federal Income Tax of 4.56 percent, but. the net 
gain after Federal Income Tax was 2.3 percent. Ido not 
have the results for 1953 yet. 

MR. WHITELY: That average would embrace a great 
many different departments. 

MR. VANMELL: Yes, sir. 

MR. WHITELEY: And those departments may vary in 
regard to the average margin? 

MR. VANMELL: Yes. 

MR. WHITELEY: And in each department store? 

MR. VANMELL: The very word “average” means you 
put together quite a number of variables to arrive at 
an expectancy. There might be a store that could operate 
at 30 percent or 20 percent and there might be a store 
that has to get 40 percent. 

MR. WHITELEY: You might have an Art Gallery in 
there with a mark-up of 100 percent and a groceteria 
with 12 percent. If you had only two or three depart- 


ments it would be different but you have 300. 
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MR. VANMELL: Regardless of how many you have 
each department store has an average for each department. 

THE CHAIRMAN: I think what Mr. Whiteley is 
wanting to get at is, it is not the total average for 
the department store but the average in the department 
which is going to handle these goods. It can be quite 
a different thing. 

MR. VANMELL: When you are in practical selling 
and first approach a department store, they look at your 
price schedule and if it doesn 't meet with their overall 
cost the selling job is extremely difficult because they 
know throughout the store the Cigarette Department will 
have a tiny mark-up and the grand piano department will 
have a tremendous mark-up, but throughout the store they 
have to average 35.5 percent. 

MR. WHITELEY: Unless their business shifts one 
way or another so some departments which are profitable 
and will have a lower than average mark-up might still 
give an average result. 

MR. VANMELL: Each of them have departments which 
are unprofitable. They might be carried for prestige. 

THE CHAIRMAN: A volume entitled “Division of 
Research, Harvard Business School", containing table 
referred.to.as Exhibit T..on,Page.B-1, willbe marked 
as Exhibit T-16. 

EXHIBIT NO. T-16: Volume entitled "Division of 
Research, Harvard Business 
School", as above. 
MR. VANMELL: The next standard statistical 


publication I would like to refer to is entitled 
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"Operating Results of Limited Price of Variety Chains” 

which covers 5 and 10 cent stores and Kresge'ts. This 

is an annual publication by the Department of Research 

of the Harvard Business School. In these stores the 

costs are somewhat higher, they are 37.26 percent. I 

won't elaborate on those figures. 

THE CHAIRMAN: Operating Results of Limited Price 
of Variety Chains, 1952, containing table referred to 
will be Exhibit No. T-17. 

Wnm~ EXHIBIT NO. Tal17: "Operating Results of Limited 
Prvce of Variety Chains* as 
described above. 

MR. VANMELL: Now, not only for the additional 
wealth of material contained but because it shows a 
cross check by other statistical agencies on those 
figures, I would like to discuss another report, and 
it is the 1952 edition of the Departmental Merchandising 
and Operating Results. They break down the figures in 
various ways and will answer some of the questions raised 
by the distinguished member of the committee on depart- 
ments. 

On page 23 of this study is a total of gross 
margin expressed as a percentage of sales broken down 

into Federal Reserve Districtsthroughout the United 

States and which shows a :low of slightly more than 

34 percent in Philadelphia to a: high in the almost 


neighbouring city, Richmond, Virginia, but the United 
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States average is 35.5. There is a total on page 27 
for the, period 1935 to 1951, and it is very interesting 
to note throughout all these years of depression and 
war and changes that the gross margin expressed has 
remained very constant. In 1935 it was 35.5 percent; 
in. 1936.it was 36.1 percent; in 1937 it 36.1 percent; 
in 1938 it was 36 percent; in 1939 it was 36.7 percent; 
in 1940 it was 36.8 percent; in 1941 it was 38.3 per- 
cent; in 1942 it was 38.7 percent; 1943 it was 38.9 
percent; 1944 it was 38.9 percent; 1945 it was 38.6 
percent; 1946 it was 36.7 percent; 1947 it was 36.2 
percent; 1948 it was 35.8 percent; 1949 it was 35.3 
percent; 1950 it was 36.9 percent; 1951 it was 35.8 
percent. 

You may enquire why did these costs remain the 
Same or less throughout the United States with its 
vast diversity of problems and I think they remained 
the same because of the play of other averages which 
you cannot escape. Hach reputable store is faced with 
precisely the same burden of taxes; wages and labour 

and 

and help, by virtue of the great unions fcend to become 
equal throughout the United States and to make sure they 
do not fall below a certain minimum we have the Minimum 
Wage laws. The biggest item is wages. They are fixed 
and taxes are fixed. Insurance rates are pretty much 
the same throughout the United States. Utility rates 
are pretty much uniform for light, and gas, and telephone, 
and they have more or less the same real estate taxes. 
There isn't much room for difference there because you 


are faced with fixed costs. 
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THE CHAIRMAN: In regard to wages I was always 
under the impression that wages in the southern states 
were somewhat lower, 

MR. VANMELL: You might find regions where they 
are lower but since the imposition of the 31.00 minimum 
wage law, they do not tend to vary wery much. There was 
a time when the southern wage rates were lower and in- 
dustries followed them down and the unions followed them 
down with a very short lag and they tended to even out 
so I would say for practical purposes, wage rates 
throughout the United States are quite comparable. 

THE CHAIRMAN: Departmental Merchandising and 
Operating Results, 1952 Edition will be marked 


Exhibit T-18. 


--- EXHIBIT T-18:; 1952 Edition Departmental 
Merchandising and Operating 
Results. 


MR. VANMELL: Now, let us get down to some of 
t he shes euewiatiey stores. These appliances, as 
you know, sold in chain stores and in electrical 
appliance, radio and television stores, and the 
Shavemaster is sold in utility stores and drug stores. 
I have a statement of the 1952 costs of National 
Appliance, Radio and TV Association and this gets down 
to a different type of store. Here they have the 
national averages through 1946 to 1952. In 1952 the 
cost of goods sold was 68 percent, the gross margin 
32 percent and that yielded a net operating profit of 
3ee percent. These figures have remained remarkably 


constant. They have come down a bit. It somewhat 
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parallels the figures I read to you on Department and 
Specialty stores. 

THE CHA ITRMAN: The 1952 cost of doing business 
survey will be marked Exhibit T-19. 

---EXHIBIT T-19: 1952 Costs of doing business 
National Appliance, Radio and 
TV Association. 

MR. VANMELL: Now, just to round out the picture, 
I said our Shavemaster and Baby Bottle Warmer are sold 
in drug stores. I have here the Lily Digest and this 
is a report for 1952 and it reports on averages from 
all,the .stores, with 1,305 reporting. The cost of 
goods sold was 66.8 percent, the gross margin was 33.2 
percent. 

‘Now, on this they break down how that gross 
margin is spent. Theyproprietor's salary Ws \7 percent; 
employees! wages 10.6 percent; rent 2.2 percent; heat 
4 percent; taxes and license .9 percent; insurance 
> percent; interest .1 percent; repairs .5 percent 
and, 30,0n, andthe total expenses, are 27.43 percent to 
yield a very modest, profit, and I would) Like to file 
this with the Commission. 

THE CHAIRMAN: The Lily digest of drug store 
income for the year 1952 will be filed as Exhibit T-20. 
---EXHIBIT NO. T=-20: Lily Digest of Drug Store 

Income for 1952. 

MR. VANMELL: Now, gentlemen, those are the 

business facts of life from the distribution side, 


and when we view our problem of how we are going to 
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induce thousands of dealers to stock our appliance so 

we can invest in the kind of equipment to produce fine 
appliances that stand up for 15 or 20 years, we have 

to induce many dealers simultaneously to handle this 
line. These averages are something that cannot be 
explained away or forgotten because in communities 
throughout Canada and the United States each store 

which is an average store has that cost of doing business 
and unless you get that in his sale price he will fail. 

Life in Canada undoubtedly would be not as 
pleasant without large department stores. Life would 
be quite different without drug stores. You wouldn't 
like it if one discount drug store in the centre of 
Toronto put the rest out of business. 

Now, these wages all contribute to the community. 

MR. WHITELEY: What was the last point you made? 

MR. VANMELL: The last point was we wouldn't 
like a civilization in which we did not have stores 
reasonably handy. I say wages paid by many small stores 
and large stores are a considerable asset to the community. 

MR. WHITELEY : 

The more you have the better you would be off. 

MR. VANMELL: To a point, then averages will onan 
you it will reach a curve, and there is a point of 
diminishing returns. There are a few exceptional ones 
and a few bad ones. 

THE CHAIRMAN: What happened to the bad ones in 
law school. 

MR. VANMELL: Some turned out to be remarkably 
good salesmen for the Sunbeam appliances. 


THE CHAIRMAN: But they are weeded out. 
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MR. VANMELL: Our system is such that our 


lawyers can have their jobs and hope to practice. 
dremignoy One Ofnpheeprillient ones like Mr. Cohn. I am 
just an average lawyer and I feel happier and sleep 
better too. 

I was getting at the point that in much of this 
discussion that has taken place in Canada and the United 
States and the United aioe we have talked about the 
consumer as if the consumer was a man all by himself. 

It is the consumer that wants to buy and we have to 

give a good price to the cohsumer. But we always forget 
there are two sides, and each consumer is in some manner 
a producer. A man who works at Sunbeam (Canada) during 
the day is a producer. He has a vital interest in having 
the products of his hands sold. He has a very vital in- 
terest in having it gold in big quantities so there is no 
work lay-off and the union committees we deal with are 
most anxious to learn whether we can see far enough into 
the future to assure employment for the rest of the year. 
I think it is a great mistake to use the word "consumer". 
He makes something or provides services and he gets paid. 
. Now, sometimes people fall into a fallacy when they 
stress the purchaser angle. Ten days ago I was testifying 
before a Senate Committee on fair trade and an economist 
there said that all these other stores were inefficient 
and the discount houses turned then over and therefore, 
while increasing purchasing power, the purchasing power 
to the consumer will be increased, but he completely 
forgot when the other stores went out of business these 


clerks were discharged and they lost a considerable amount 
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of purchasing power. There isn't any magic by which 
we can wave a wand and say we are going to reduce the 
price to the consumer. 

MR. WHITELEY: When they introduced mechanical 
manufacture of glass, practically all glass blowers lost 
their jobs. You wouldn't advocate going back to glass 
blowers. 

MR. VANMELL: We are advocating the right to hire 
our own salesmen. 

MR. WHITELEY: Surely all progress means that 
somebody has been replaced and the products made were 
made so much more efficiently they provided much more 
scope for employment than existed before. 

MR. VANMELL: If there is purchasing power on 

fonday of $100,000, and on Tuesday you eliminate 90 
percent of the stores, your remaining 10 percent sell 
that many appliances and there is still 4100, 000 pur = 
chasing power, but it has not been increased. We say 
these people will perhaps overnight go and find other 
jobs. If that was the situation you would have the 
cost of labour going up because of the other jobs being 
available. You cannot increase purchasing power simply 
by monopolizing the trade, we increase our overall pur- 
chasing power by creating new services and new products, 

MR. WHITELEY:. And by reducing coats. The intro- 
duction of diesel engines on the railways has resulted in 
considerable unemployment but that made it possible to 
transport goods more efficiamtly. 

MR. VANMELL: It has conversely increased employ- 


ment in the chemical and oil companies and in the 
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engineering field. In General Motors they have de- 
creased the income of all locomotive works but increased 

other 
it in the/General Motors works. 

MR. WHITELEY: There is no question the persons 
affected may suffer but the whole process must be one 
of advancement. 

MR. VANMELL: That is right and the process must 
take place by rather gradual steps. There is gradual 
progress constantly being made but that progress in 
itself is reflected in averages from time to time. A 
big department store is trying to lower their cost of 
doing business by going out into newer communities and 
things like that. They are working on various service 
projects and I think they will gradually succeed, and 
as they succeed we will lower our mark-up to reflect 
these averages. Our cry is we do not want to be stripped 
over night of our experience and hurt. 

Now, the enquiry is made as to how we are hurt. 
The Canadian situation, I Sadik dai is very Similar to 
that in the United States in 1950 and just before 1950. 
I think the situation here is on the verge of serious 
trouble. It is well rade aen ee hasn't yet resulted 
tr Logs@or mits! Sold. 

I would like to tell you what happened in the 
District of Columbia. The District of Columbia is 
roughly ten square miles area, carved out of the State 
of Maryland which has. not fair trade laws. Po as 
populated largely by government workers and has a market 
of almost two million people who have steady jobs with 


steady incomes. Now, up until 1949 our products were 
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in short supplys There was no price cutting problem 
despite the fact we had no fair trade law. It was 
about that time it began to break out. They started 
to cut the suggested list prices because they had in 
bordering states the fair trade prices. There were 
120 hardware stores that were handling our appliances, 
about 150 appliance stores, 200 drug stores, 4 department 
stores and 180 jewelry stores, a total of 650 stores 
serving a population of two million and they were all 
aes a good living so far as handling Sunbeam was 
concerned because the suggested list price covered the 
cost of doing Ee eee and gave them a profit. These 
discount houses started with small cuts, then jumped 
tos-0.percent, then 25 percent.and began to fight among 
themselves. In fairly short order there were about 20 
discount houses getting the cream of our business. 
These 650 other stores saw the products gathering dust 
on their shelves. They said there were two alternatives, 
one to wait for someone to come in and buy or to cut 
the price and get out. Some got out and some still 
have appliances on their shelves. 

So now we arrive in 1954. Instead of 650 stores 
handling the Sunbeam business, there are 20 discount 
houses that do 90 percent of our business. The District 
of Columbia was a laboratory for us. We had heard many 
assertions if the prices were lower more goods would be 
sold. It. doesn't. work out that way. In 1952 the sales 
to distributors were #613,00 and in 1953 they dropped to 
$545,000. This was a drop of 11 percent in the District 


of Columbia business. At the same time throughout the 
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United States, Sunbeam, Chicago, business increased 
for the year 15 percent. The spread is measured by 
26 percent. We found out to our own satisfaction what 
happens in an area where there is no fair trade, where 
we cannot exercise the right of refusal to sell. 

Now, gentlemen, I hope you will believe the 

management of Sunbeam are not stupid. We have created 
a company pretty much out of nothing in 1920 and we 
think we are reasonably intelligent and if we thought 
for one moment turning these things loose to discount 
houses would sell more units we would be quite willing 
to do it, but you just can’t do it. Your sales drop 
off. Ido not have the figires for the first part of 
1954 excepting to say orders on the basis of January 
and February business are now being cancelled by 
department stores completely. One of the biggest 
department stores has discontinued Sunbeam altogether. 
One department store used to be able to move about 1200 
Mixmasters a year and last they ordered 100 to try to 
start a price war and they still have about 30 of them 
on their shelves. It is perfectly true there are cus- 
tomers who will come along and pay the lowest price but 
that isn't the kind of business a store can thrive on, 
so we have learned in the actual laboratory of experience 
that price cutting hurts us severely and drastically. 
The discount houses thenselves have fallen into battle 
and one had the nerve to suggest to us we should do some- 
thing to stop these people going beyond 20 and 25 percent. 
Two of them have gone bankrupt and a third was absorbed by 


another chain. It is down to the point where one major 
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dealer has an old house and on the second floor he has 
all Sunbeam appliances shown in his window. Downstairs 
he has a different stock and Mixmasters sell for $29.95. 
He may be able to get an illegal discount from some dis- 
tributor but in any event he will sell it to the con- 
sumer for $30.14 and theoretically he is making 19 cents 
on the transaction. 

MR. WHITELEY: What were the figures you gave 
earlier? 

MR. VANMELL: For 1952 our sales in the District 
of Columbia were $613,000; in 1953 they were $545,000. 

son. there is the picture, gentlemen. We wouldn't 
be wasting our valuable time and yours and the time of 
any other people if we thought discount selling would 
move the appliances off our production lines. 

I was going to explain to you how we produced 
and make such a product but I heard the gentlemen from 
the Laundry Machine Association this morning and they 
covered that. I would like to carry the thing further 
and show you an item that is going to be produced in 
Canada. 

May I say we invented the Mixmaster and after we 
invented it and got it on the market you can well imagine 
our competitors were hot after us to do the same thing. 
sat inenenee, General Electric, Frigidaire and a number 
of others and they all offered various features. Most 
of these reputable companies models were all good for the 
job they were designed for. The consumer had quite a 
choice. This is not the same Mixmaster it was in 1930; 


it was much smaller then and couldn't do the jobs this 
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one can do. First of ati: we provided jobs that had 
never been provided before; we provided a useful thing 
for the housewife; we stimulated other industries to 
extend their efforts to try to beat us and that in tum 
impelled us to try to improve this thing. There are now 
something like 5 million of those in homes in the United 
States and we have since brought out a smaller model for 
the apartment dweller. That is made in Canada and I 
don't know how many are in the homes in Canada. The first 
housewives who bought them were skeptical but ten years 
later they said Sunbeam knows how to make a product. Of 
the profits we made, some went to stockholders, some 

were plowed back into the business. We have an Experi- 
mental Department looking for something new all the time 
and some years ago the Research Department found 80 per- 
cent of cooking was done, not in the stove, but on top 

of it and most of it was frying. They found that most 
errors in cooking were due to not using the proper temper- 
ature. If pancakes were done too slowly they burned and 
were searsicyy and your famous chefs are those people who 
seem to sense by intuition how to get a correct temper- 
ature. We seianaihy can't we bring this = we will im- 
prove everybody's disposition. They decided there was a 
market for a controlled heat frying pan. There was 
nothing like it then; there is nothing like it now. They 
worked for four years to bring this about. It is water 
heat. The biggest thing they learned was a housewife 
will not use such a frying pan if she cannot clean and 
scrub it and the big point was to get that handle her- 


metically sealed so you could put it in water and scrub 
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it. JI am not filing that model as an exhibit, gentle- 
ment. It has been on the market in the United States 
for a few months now and we are preparing to put it 
on the market in Canada soon. The consumer will see 
our national advertising such as that over there, and 
will know that this is something new and like all house- 
Wives, she will need to be un she will ee like our 
friend who says he sees the ad and immediately goes out 
and buys one -- 
MR. WICKWIRE: Iwas just going to order one now, 
MR. VANMELL: ene here again we are faced with 
the problem of tooling up. You have aluminum as 
bakelite, and there is an inside control device and 
the like. That cost will be extensive and we will have 
to set up an assembly line that can roll out thousands 
a week but at the same time we have to go to thousands 
of dealers throughout the United States and Canada who 
will simultaneously put that on their shelves so when 
the consumer sees that she comes in an examines it. We 
will send people in to demonstrate it and actually cook 
on it. That is the kind of distribution problem we have. 
We feel we cannot do that at all unless all the good 
stores are willing to participate in this venture. The 
retailers are ina partnership with us and they are 
introducing this product. We will have other new products 
maybe two years from now and we will have something that 
will be maybe another golden an but we have to keep that 
goose healthy. We have found by laboratory experience in 
the District of Columbia we cannot introduce that there. 


Now, how do we introduce it here? There is a 
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town called Joliet in Illinois, about 50 miles out of 
Chicago. We frequently use it because it is a represen- 
tative community. It has a standard number of stores. 
We have a system where we have a promotion in which we 
get all retail Donne hardware stores and Sects to 
simultaneously demonstrate it and on February Be, 195k, 
the man who bought the Herald News saw the Sunbeam 
Controlled Heat frying pan being offered for sale. At 
the same time we contributed a large advertisement which 
we paid for ourselves to emphasize the story. Here we 
are on each page. On page 1 is the hardware store, on 
the next page an electric, plumbing and heating store, 
the next page we have a public service company, then we 
have an appliance and hardware store. On each page you 
can see there is some store handling the new Sunbeam 
appliance. I will file this as an exhibit so you may 
have it to see how we go about bringing this news to 
the consumer. Here is one that took a whole page, and 
s0 10 g@ces. Here is a page Nis ery paid oe! so 
throughout this community of Joliet this appliance was 
put on sale simultaneously by many stores. Now, ib. 33 
quite true we had the same price in all those stores and 
the way they competed with each other there was by way 
of actual selling. They didn 't compete in prices. In 
the District of Columbia, we couldn't go and Ae 20 dealers 
simultaneously, they would say, “What is the use; if I 
teach them how to cook on that, they will run down to 
the discount store and I will look silly". 

In all areas where this price cutting takes place, 


active selling disappears. 
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THE CHAIRMAN: Copy of the Joliet Herald News 


dated February lst, 1954, will be received and marked 

as Exhibit T-2l. 

---HEXHIBIT NO. T-2l1: Copy of Joliet Herald News 
dated February lst, 1954. 

MR. VANMELL: Now, I would like to go back to 
the point I originally made that we urge a return to 
the common law. 

MR. WHITELEY: Just before we leave this 
marketing feature; have you made any attempt to limit 
the supply of goods in the District of Columbia? 

MR. VANMELL: No. 

MR. WHITELEY: Of these particular goods? 

MR. VANMELL: No, those are available in the 
District of Columbia. They are available in the sense 
that we sell them to our distributors. The point I 
make is that we cannot get that kind of promotion or 
development work there. 

MR. WHITELEY: You cannot build up a market 
quickly? 

MR. VANMELL: No, it is quickly going the other 
waye if we go into a community like Joliet and start 
from zero and that promotion exceeds a certain amount 
of sales then we are going ahead. If we go into the 
District of Columbia and only get tiny sales we are in 
effect going backward. 

What we urge is going back to our common law 
rights of which there were two, one was the right to 


refuse to sell am the second was the right to confine 
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your distribution by contract to these wholesalers who 
are willing to so contract.. 

Now, another of these rights I think was best 
described by a judge in Miami in the case of Sunbeam 
Corporation vs. Chase & Sherman, Incorporated. It is 
cited in 1953 Trade Cases, paragraph 67524. 

We brought suit against the discount house who 
had signed a contract and thereafter violated it and 
he defended on the ground that under the Florida Con- 
stitution and Florida legislation the contract was in 
restraint of trade. The trial judge upheld our con- 
tract and adjoined him and he wrote a very interesting 
decision. I will read it in part because it stresses 
the common law right for which we are applying: 

"We find at the outset that the Florida 
FaireTrad6 Act does*not offend’ the 
Federal Constitution. The similar 
Tllinois Fair Trade Act was upheld as 
constitutional by the United States 
Supreme Court 'Old Dearborn Distributing 
Company vs. Seagram Distributors Corpor- 
atLonye299 ‘Uosss 183%. 

We further point out that Section 10 
of Article I of the Constitution of the 
United States provides that the right of 
contract shall not be impaired. 

It seems that fair trade contracts 
were lawful contracts under the common 
law (Grogan vs. Chassee, 156 Cal. 611; 


Garst (vs, “Harris, 7/7 Mass. 723 
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"Clark vs. Frank, 17 Mo. App.602; 


Murphy vs. Christian Press, 56 N.Y.S. 
597; Fisher Flouring Mills Company vs. 
Swanson, 72 Wash. 649). 

It was not until 1911 it was decided 
the Sherman Anti-Trust Act reversed the 
common law by forbidding resale price 
maintenance contracts in inter-state 
commerce (but not in the separate states, 
aa to intrastate commerce) (Miles vs. 
Park, 220 Use. 373 )% 

Wescun ine, abel 1937, the Congress 
enacted the Miller-Tydings Amendment 
to the Sherman ae late Ure wlan’ Biss 
expressly validating ffir trade contracts 
in inter-state commerce in those states 
whose statutes, laws or policy permitted 
the same kind of contracts. (See Sunbeam 
vs. Payless Drug et al, ‘Supra. )" 

I may say we have had many cases in the courts. 

THE CHAIRMAN: You are not suggesting something 
Similar to the McGuire Act here? 

MR. VANMELL: I do not think it is necessary if 
we rescind Section 34 and go back to the common law 
right, it would not be necessary. It was necessary in 
the United States. 

The Sherman Act was enacted in 1890 and for many 
years after that was being enforced. In 1911 Dr. Miles 
came before the court and the court in a split decision 


decided the Sherman Act was invalid. Mr. Justice Holmes, 
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who many of us revere, wonee a dissenting opinion in 
which he pointed out inh is opinion this was a strange 
construction. This led to the Miller Tydings Act in 
1937 intending to wipe out the Dr.Miles case 

THE GisaIRMAN: The great distinction is the 
non-sigier clause, surely. 

MRgVANMELL: Yes, I will go into it 4 little 
later if you want. 

THE CHal HAN: You do not think it is necessary 
here ? 

MR. VANMELL: Ido not think so. 

THE GH ALRVWAN: The McGuire Act is not really 
necessary. 

MR. VANMELL: Not for Sunbeam. We designed this 
universal contract system in which we Limit our distri- 
bution to people. I think it may be helpful to you 
gentlaaam, Ihave a cop of the printed complaiut that 
was prepared by us in the United States District Vourt 
in San Frascisco to mfacethis contract systen. We 
enforced it against a man whohad not signed a contract 
but who was interfeiing with contracts. This nas 
attached to it our contract, our trade mark, samples of 
price cutting and shows what happened when some of this 
price citting bro ke out. 

THE CHaIRMAN: The complaint in the Unit ed States 
District Court for California, Sunbeam vs.Payless Drug 
Stores ald others as defendants will be markec as 
Exhibit T-22. 
--- EXHIBIT T-22: Complaint in U.S District 


Court, Sunbeam vs.Payless 
Drug, as described above. 
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Now, the Defendant who had not signed a contract, 
had obtained our merchandise surreptitiously by inducing 
some distributors to violate their contracts and getting 
a retailer to act as go-between. They brought a motion 
to dismiss that complaint on the ground that our contract 
was a violation of the law in restraint of trade. The 
United States Court rendered a decision in our favour 
and it is reported in 1953 Trade Cases, paragraph 67492. 

There is an interesting discussion im this opinion 
and I would like to refer to this een. and I am 
quoting: 

"Counsel argue amd it seems persuasive 
to the court that the basic legal problem 
is the private right of contract and that 
this right is the basis of a free enter- 
prise system. 
In the socialist or planned economy 

the basic assumption seems to be that the 
citizens are not Sitges enough to handle 
their own affairs and allocate the spending 
of their own money. The planned society, 
with its assumption that the people are 
basically incompetent, turns the manu- 
facturer into what amounts to a public 
utility. The Anerican system is entirely 
different. We believe that our people have 
the intelligence to handle their own affairs 
and spend their own money. We think that 
they are smart enough to decide whether to 


spend their money on a radio, or television 
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"set or a piano, or a Sunbeam Mixmaster 
or any of the several hundred thousand 
goods that are for sale. 

I firmly believe that the citizens 
of Florida know how to spend their 

money intelligently -- that they have 

the good sense to refuse to buy a pro- 
Cuch Ghia teas vraced tom bigi.« —t 
enough people think the fair trade price 
of Sunbeam Mixmaster is too high and so 
refusé to buy it, but spénd their money 
on a competing mixer, or something else, 
you would soon see prices tumble. 
The only concern Florida law has is 

(1) that no manufacturer shall eliminate 
all his competitors so that our citizens 
have no other choice, or (2) that the 
manufacturer shall not conspire or 
horizontally contract with each other 
and agree to charge the aame price so 
that our citizens have to pay a monopoly 
price.” 

ee the Defendants appealed from this decision 
to the Florida Supreme Court which denied the appeal and 
this decision is accordingly the law in Florida. 

Now, before closing, it just came to my attention 
yesterday that there is a very nice dilemma in the words 
of Gilbert and Sullivan in the Combines Investigation 
Act because Section 34 very emphatically provides: 


"A manufacturer shall not in any manner 
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permit or encourage or induce or in any other manner 
try to control the resale price, and he goes to jail 
if he does. 
Now, I call your attention to Section 498A: 
"Every person who is a party or privy 
to, or assists in any sale that dis- 
criminates,” to his” knowlédge, directly 
or indirectly against competitors of 
the purchaser, in that any ire Suet 
rebate, fee. price concession or 
other advantage is granted to the pur- 
chaser over and above any pi hinte re- 
beus:, areas rice concession” or 
other shydipeupe available at the time 
of such sale to such competitors in 
respect of the Sale of goods of like 
quality and quantity." 
Any person who discriminates in price to the 
dealer also goes to jail. 
Now, gentlemen, under Section 498(A) and we have 
Over LUO dealers, af woe iknow one is offering a benter 
price and thereafter if we continue to sell him merchan- 
nets are we not guilty of being an accessory? 
THE CHATRMAN: There is an element in there about 
quantity, isn't there? 
MR. VANMELL: <A uniform discount or quantity rate. 
We would have a very interesting situation with four or 
five distributors in Toronto if we find one is supplying 
a discount house, then, are we not an accessory? 


THE CHAIRMAN: I would not think that would make 
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you an accessory. 

MRs VANMELL: It looks to me, sielnie tet ide like we 
are violating this law, and I submit it was never the 
purpose of the Combines Investigation Act to get a manu- 
facturer into jail one way or another. 

MR. WICKWIRE: I would like to point out to you, 
as I pointed out to a gentleman this morning, that that 
was not the purpose of Section 34. The purpose of 
Section 34 is stated by the Prime Minister of Canada 
on October Ith, gs1: 

"T do not think that this is going to have 
a very substantial effect on the index of 
ChericostMom Livirg? Pb think it is apt to 
bring about some changes in resale prices 
because I do know there are instances 
where the spread between what the consumer 
has to pay and what goes to the primary 
producer seems to be inordinately large." 

Now, that was the purpose of Section 34. 

MR. VANMELL: Well, that does relieve one anxiety 
tT had. 

MR. WICKWIRE: Ea: Iwas delighted to hear you 
refer to’ a decision of Mr. Justice Kekewich in the case 
of Elliman Sons & Company vs. Carrington & Son, 2 
Chancery Repos 275. Was that case appealed., do you 
know? 

MR. VANMELL: I cannot tell you very definitely. 
We ran into that case some years ago preparing some brief 
and I am quite sure it was searched for, but I cannot say 


definitely at this time. 
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MR. WICKWIRE: They used to suggest to us in our 


law school that Mr. Justice Kekewich was the most over- 
ruled judge in English history. At any rate, you say 

in that decision there was a contest between the liberty 
of the manufacturer and restraint of trade. 

MR. VANMELL: I do not think it was a contest. 

MR. WICKWIRE: Now, in that case they decided in 
favour of the liberty of the manufacturer? 

MR. VANMELL: Yes. 

MR. WICKWIRE: As a result of that would there 
not be a tendency to create a . monopoly in manufacturing? 
MR. VANMELL: I am glad you brought that up. 

They say, "You people have a monopoly”, 

MR. WICKWIRE: I do not say you have one. I say 
as a result of that decision would that not tend to 
create a tendency to have a monopoly? 

MR. VANMELL: ~That decision only Baers that the 
man who makes the embrocation can fix the price. Ido 
not think that tends to a monopoly. 

MR. WICKWIRE: Does it restrict the freedom of 
the retailer? 

MR. VANMELL: If you express freedom in the sense 
that a retailer can elect whether he wants to sell his 
product or not, his freedom has remained intact. if 
you are trying to suggest the retailer has the right to 
insist that Mr. Hlliman sell it to him -=~ 

MR. WICKWIRE: I suggest it would restrict the 
freedom of the retailer. 

MR. VANMELL: I cannot accept any such suggestion 


because that would turn the manufacturer into a public 
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THE CHAIRMAN: There is another angle that is 
not quite answered by your argument, it seems to me. 

The goods are sold and kept in the hands of the dealer 

and they are his property. Under resale price main- 
tenance you would prevent him from exercising the ordinary 
right of the owner of property to sell it. There is a 
restriction on his liberty in that. direction, 

MR. VANMELL: I would like to read to you how 
that point was answered in the United States Supreme 
Court. 

THE CHATRMAN: There is a limitation you are 
placing on the retailer. Iam not saying it shouldn't 
be placed on him but it is restricting his liberty in 
some sense. 

MR. VANMELL: This is the case of Old Dearborn 
vse Calvert Distilleries. It went to the United States 
Supreme Court and is reported at 299 U.S. 183. This 
case was decided in 1936 and it says: 

"We are here dealing not with a commodity 
eons, but with a commodity just the brand 
or trade mark which it bears as evidence 
of its origin and of the quality of the 
commodity for which the brand or trade 
mark stands. Appellants own the commodity; 
they do not own the mark or the goodwill 
that the mark symbolizes. And goodwill 
is property in a very real sense, injury 
to which, like injury to any other species 
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"legislation. Goodwill is a valuable 
contributing aid to business -- sometimes 
the most valuable contributing asset to 
the purchaser or distributor of commodities. 
And distinctive trade marks, labels and 
wah are legitimate aids to the creation 
or enlargement of such goodwill. It is 
well settled that the proprietor of good- 
will ‘is entitled to protection as against 
one who attempts to deprive him of the 
benefits resulting from the sat by using 
his labels and trade mark without his con- 
sent and authority.' 

Then some further cases are cited and 
it goesoon: “The ownership of the goodwill 
we ee remains unchanged, notwithstan- 
ding the commodity has been parted with." 

And further on: 

"There is nothing in the Act to preclude 
the purchaser from removing the mark or 
brand from the commodity -- thus separating 
the physical property, which he owns, from 
the abode which is the property of 
another -~- and then selling the commodity 
at his own price, providing he can do so 
without utilizing the goodwill of the 
latter as an aid to that." 

There are two properties there. There is a trade 
mark and property rights.--- 


You see, under American law, from the very 
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beginning it has been recognized you can get out from 
under a trade mark by obliterating the trade mark and 
selling it on your own reputation. If these discount 
houses want to take this product and take a little 
electric burr and grind off the name "Sunbeam" and tear 
up our warranty card and then sell it on his own, I 
think that would be his right. 

MR. WICKWIRE: You do not really believe that. 
Wouldn't you have remedies against such a person? 

MR. VANMELL: I am not that familiar with your 
trade mark registration law. There may be something 
in the law about it. 

MR. WICKWIRE: Isn't there in the United States? 

MR. VANMELL: Let me answer that by saying that 
I testified before the House of Representatives Committee 
and I had in my pocket a cigarette lishter made by 
Thorens, the trade mark of a reputable Swiss Company. 
Marshall Field got a lot of those and gold them at a 
considerable loss. 

MR. WICKWIRE: .My question is, is there not a 
remedy in the United States for a person who does that 
sort of thing to another person? 

MR. VANMELL: If someone tried to put his own 
hee on it,, that would be illegal, bub if you 
Simply burr off the "Sunbeam" trade mark and sell as 
is, Ido not think he has violated any of their laws. 

MR. WICKWLRE: Getting back to Elliman vs Carrington 
& Son, does that decision follow through in which you say 
a manufacturer under common law can set up resale price 


maintenance on his article -= does that not tend to create 
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a monopoly system? 

MR. VANMELL: Not in the least. The very essence 
of free enterprise is that people are capable of con- 
tracting. A contract is a promise to do something in 
the future and to the extent of the promise you limit 
your own activity. 

MR, WICKWIRE: I understand in some, if not all, 
of your fair trade laws, the manufacturer has a right 
of action against any seller even if he has not entered 
into a contract with him. 

MR. VANMELL: Provided, however, that he has 
notice before he buys the goods that there is such a 
price restriction. If he has notice with respect to 
these Beene he is bound by the contract. 

MR. WICKWIRE: . But there is a right of action 
against him whether or not he has entered into a contract. 

MR. VANMELL: Yes, that is right. 

MR. WICKWIRE: Isn't that a private system of 
law created by statute? 

MR. VANMELL: I might say we have many such laws 
and I dare say you have them here in which a notice of 
rights puts the other party under an obligation to a 
certain form of conduct. Now, you brought it up and you 
keep having me throw cases into the record, but there 
is the case of Lumley and Guy decided in England and 
that is also favoured in the law schools and I studied 
it well at the time I had it. I dare say it is the law 
in Canada. 

THE CHAIRMAN: I cannot see how the Lumley and Guy 


case has any application to the McGuire Act. 
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MR. VANMELL: Well, sir, the non-signer clause 
had its direct origin in Lumley and Guy. 

THE CHAIRMAN: That is not the game thing as the 
non-signer clause. 

MR. VANMELL: I think that is right in law. 

THE CHAIRMAN: It is extended so you can hardly 
recognize it. 

MR. WICKWIRE: Now, you have given us quite an 
impressive talk on the subject of averages. You do not 
deal with the average cost of selling Sunbeam in various 
stores. Perhaps you overlooked doing so. 

MR. VANMELL: What you are getting at is you 
cannot say “in this-store* you heave a ~cost-of selling 
Sunbeam of so and so. If there was a store that 
handled nothing but Sunbeam that would be possible for 
them to ascertain. There is no such way. We have to 
Say, “Whatedses"it/cést you™, 

MR. WICKWIRE: There are stores that sell nothing 
but appliances? 

MR. VANMELL: That is correct. 

MR. WICKWIRE: And the cost in these stores varies 
considerably. 

MR. VANMELL: In any given store they can vary as 
day and night but the average you will find is in the 
figures that have been filed. 

MR. WICKWIRE: What would you say about a fellow 
who could sell below average, should he be required to 
sell his product at an average cost? 

MR. VANMELL: If he wants to handle Sunbeam, yes. 


MR. WICKWIRE: That is in the United States. 
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MR. VANMELL: Yes. 


MR. SYMMES: And we hope in Canada also. 

MR. WICKWIRE: You have ways and means of keeping 
it away from him. 

MR. VANMELL: No, we have explored that quite a 
bit with Canadian counsel and decided there was nothing 
in the law that would permit us to do so. We are 
wholeheartedly observing the law even though it hurts. 

MR. WICKWIRE: Has it hurt your sales figure in 
Canada. 

MR. VANMELL: You remember I said at the outset 
that Canada is now on the verge of the situation that 
existed in the District of Columbia in 1950. Up through 
the end of last year we hadn't yet beén hurt. The 
surveys I asked them to make are quite conclusive at 
the moment that the percentage of volume of units being 
handled is gradually shifting to the discount houses in 
Toronto area. “That, to me, is an old familiar picture 
that I have seen develop in New York and San Francisco. 
The first stage is well along in Toronto. 

MR. WICKWIRE: The figures you have to date will 
not bear you out but you have fears of it. 

MR. VANMELL: The figures as to developing con- 
centration will certainly bear me out. 

MR. WHITELEY: While we are on that point, have 
you any data as to the position of your company in a so- 
called non-fair trade state? 

MR. VAN MELL: The only place we worked it out was 
in the District of Columbia. We had figures for Texas, 


Missouri and Vermont, and Vermont is an old New England 
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community and we have practically no trouble there. 

MR. WHITELEY: They behave in Vermont, do they? 

MR. VANMELL: Yes, they do. 

THE CHATRMAN: The same as the Maritimes. 

MR. WICKWIRE: I was delighted to hear Vermont 
and the Maritimes really behaved themselves. 

MR. VANMELL: We found we had lost business in 
proportion while the rest of the country was coming up. 
Our sales declined but not as startlingly as in the 
District of Columbia. The President of our company 
is continually after me to find some way to do something 
about it and I have to tell him I don't know how within 
the law. 

MR. WICKWIRE: You have laid great emphasis on 
the extensive distribution of your product by many 
dealerships and I take it from that that your product 
is not only advertised in appliance stores but drug 
stores and jewelry stores and hardware stores? 

MR. VANMELL: Yes. 

MR. WICKWIRE: You are not concerned with service 
in yourlprodtict ;1it-is burltein. 

MR. VANMELL: Thank you for the compliment, but 
we are vastly concerned with it. Hach of our appliances 
carries at least a one year guarantee and any defects 
that appear for any reason whatsoever during the first 
year will be replaced free of charge. We maintain 
very extensive service departments in the United States. 
We have our own subsidiary or experienced repair people 
under contract, and these repair stations are scattered 


throughout the whole country. 
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LIND . 
MR. WICKWIRE: Is that the only way to obtain 


extensive distribution? 

MR. VANMELL: In our opinion, yes. 

MR. WICKWIRE: It was suggested here yesterday 
by representatives of Canadian General Electric -- you 
have heard of that company -- that the best method of 
advertising in their opinion was the satisfied housewife 
who purchased the appliance, telling her friends. 

MR. VANMELL: I see they copied one of our slogans 
because in the sales department they are constantly 
harping on the fact that one Sunbeam appliance sells 
another. 

MR. WICKWIRE: That has been your experience? 

MR. VANMELL: That has been our experience. 

MR. WICKWIRE: Doesn't the extensive distribution 
you speak of and the fact your product is on everybody's 
Shelf tend to speed up distribution? 

MR. VANMELL: We think it vastly speeds up dis- 
tribution. Without it, we would have the distribution 
Wo have in the Bistrict or ColLumolay 

MR. WICKWIRE: Your opinion is if you had fair 
trade in the District of Columbia the higher prices 
would sell more of your products? 

MR. VANMELL: Yes, I might interject here we are 
constantly experimenting because our job as management 
is to sell as many as we can and still make a profit. 
Some years ago we had a Shavemaster, one that sold for 
g14.50 and one that sold for 37.00;there was little 
difference in them. The shaving heads were identical 


but the beauty of the case was considerably different 
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and we thought we would supply the one at 37.00 to one 


type of person and supply another type of person with 
the one at $14.50, but we found we didn't sell the $7.00 
item. I talked to our Western Sales Representative, 

Mr. Moore, and Mr. Moore said he couldn't eSuabvatake 

he stood a week behind the counter of a department store 
and he would go to work on every prospect and sell him 
the $7.00 razor and on the way to tying it up he would 
say, we have such and such a razor here which is $14.50. 
He said it was a much handsomer case and nine out of ten 
people would say, “I want that one". He told them it is 
the same shave head but the customer wouldn't be budged. 
There are many factors in price that do not fit in the 
Simple economic text books. Do not ask me why a man 
would prefer to pay $14.50 when he could get practically 
the same thing for $7.00. 

THE CHAIRMAN: Isn't there something in advertising 
to the effect that price really determines value in the 
mind=oP- the* public, ahd -ifethe-pri cesofione- article is 
$14.50 and the price of an article designed to do the 
same thing for $7.00 you would have a good deal of trouble 
convincing them that wasn't so. 

MR. VANMELL: That is one part of consumer 
psychology. 

MR. WICKWIRE: Tell me, are there a big group of 
discount houses in the United States? 

MR. VANMELL: Yes. 

MR. WICKWIRE: Are your company having any trouble 
with appliances getting into their hands? 


MR. VANMELL: We have brought suit against about 
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300 of them. The majority of discount houses are not 
carrying Sunbeam goods now but a few of the larger ones 
have carried them. It cost Master's Ink in New York 
City, $16,000 to defend a case. 

MR. WICKWIRE: How much did it cost Sunbeam to 
maintain these prosecutions? 

MR. VANMELL: That varies from case to case and 
it depends on how the case is decided. I couldn't say 
any single figure. 

MR. WICKWIRE: You have been sticking to averages, 
would you give me the average? 

MR. VANMELL: I would say the average cost of 
these 300 cases since 1951 has been about $1,500 per 
case. 

MR. WICKWIRE: It is a pretty expensive policing 
operation. 

MR. VANMELL: It is. 

THE CHAIRMAN: Do you find as a result of that 
it is not necessary to engage in as much litigatiom now? 

MR. VANMELL: Yes, because we take such a firm and 
determined stand. We wouldn't file a case unless we had 
exhausted every means of discouraging the procedure. [I 
devised the procedure and when a report of price cutting 
comes in a letter is written and if it persists the sales- 
man in that territory drops in to discuss it with them. 
We spend considerable time to try to avoid litigation. 

I would say we may have 15 complaints come ina year for 
investigation which are given attention. Some of these 
people stop. Coupled with the strong litigation policy 


in the long run it hasn't been too costly. 
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MR. WICKWIRE: I suggest it is fair to suggest 


that only a big company could undertake the cost of 
enforcing the policing. 

MR. VANMELL:. Well, there are so many variables. 
It depends on whether the goods are luxury or necessity, 
all these items have to be considered and the principle 
enquiry is whether he has reached such a prominent posi- 
tion and reputation that his products are being sought 
after as loss-leaders because of the reputation. 

MR. WICKWIRE: Is it a fair question to ask if 
the cost of policing in the fair trade states has added 
to the cost of the consumer of the appliance? 

MR. VANMELL: No, MOG! trtRunk Oe. Chink ep 
the factory they tend to think that it is something to 
deduct from the proportion for advertising because it 
persuades the dealers we are attempting to prevent them 
from being undersold. 

THE CHAIRMAN: It is part of your eae of doing 
business, but you reduce your advertising? 

MR. VANMELL: Yes, it is considered en 
rather than legal costs. 

MR. WICKWIRE: Now, you have referred to some 
Harvard Duet een and I have here an article im the 
Harvard Business Review. Is that a good publication? 

MR. VANMELL: Yes, it is. 

MR. WICKWIRE: It is called "Fair Trade Pricing”. 

MR. VANMELL: He submitted that article to me 
before it was published. I gave him 15 single spaced 
pages of comment on it. 


MR. WICKWIRE: He says on page 56 
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"An explanation of the case against loss 
leading per se i.e. selling below cost 
and a contention © implicitly advanced 
in support of fair trade legis lation 
is that on each article he sells the 
retailer should realize a percentage 
of mark-up roughly equivalent to the 
overall percentage of sales represented 
by his operating costs plus a reasonable 
profit. Fair trade as it is practised 
in the small appliance field allegedly 
aids in achieving this end because the 
percentage mark-up typically guaranteed 
the retailer is approximately equal to 
the average retailer's cost of doing 
business plus a profit of about 
Or 35 tO LUV percent. In bouel.. 

While the logic of this reasoning 
is apparent it fails to recognize some 
of the factors involved in setting retail 
prices: the need to meet competitor's 
prices, the need to lower prices to move 
inventories, the varying cost of selling 
different types of merchandise and the 
need to obtain higher margins on some 
items to compensate for higher risks 
involved in carrying them." 
MR. VANMELL: Yes, I suggested the professor 
didn't know what he was talking about but he didn't 


agree with me. 





: eee -e)''e@ 4h): 
po e (4 





botascotger én ico % egedmoreq a ita take 
olderorses ¢ ‘ite: at aco salrezeqo eka “eo a ~~ 
besitonsg af 71 a6 ebstt «tet .tftowq 
tibspotie Siett estetiqgs Liems- ont at) ~" ™ 
aie veveoed bre ebss anivefios at atts 
heotnsiseg ylisetayt qu-dtan oie Simetad | 
é faupe ‘YLodawtrorggs ot tol dadet ‘ont 
naios c. Puls toi ader 26% edt | 
dvods to ditesg 6 dufa waenieud 
eipdod at Ineoteq Oa ot RE to 
‘pelmeenet eldtto ofjof eft elliw 
soe osingovor oF bite JL deenedga af a 
Lietet antttée nt perl oval eTocs ont 46 
e'codivsimos teem oft bsoy ald | seeoltq 
Sven OF Bedtiiy tswol of bean add wesoiag 
aiilise to teoo saiviay aft . Get odiewal ; 
ent Sap eelbosittsm to eeq ys ce eae re 
GMO io i aad teintn afeddoe of saa 
ede be ‘vor ist Suasipalbes Ae wees 
baila anbecaso a ai bovioval | 
wet .2ey Lautan am beg 
abER aii ie tuods galilist baw oi. Sol vont #* ante 
| ad ite oenwe 








Listy 
MR. WICKWIRE: The time will come when there 


will be pressure on the manufacturer to reduce his 
price. 

MR. VANMELL: I am not concemed with that so 
much, what I am addressing myself to now is that the 
lowest generally knowor advertised price becomes the 
maximum price. Ln Oeper Worags, he Tixes our price and 
he fixes it for the purpose of attracting people in the 
store or monopolizing the general retail trade. 

MR. WICKWIRE: Iam going to suggest that their 
purpose, that he might sell 100 of them but two druggists 
will sell one at Christmas time every second year. 

MR. VANMELL: That is quite right but in selling 
them he will eliminate 100 druggists who are selling 
two so we have lost 100 sales. 

MR. WICKWIRE: He has eliminated the drug store? 

MR. VANMELL: He eliminates him for X number of 
years. If he continues in business the druggist refuses 
to handle Sunbeam appliances. 

MR. WICKWIRE: Why couldn't the druggist handle 
more Sunbeam appliances? 

MR. VANMELL: The druggist looks at his books 
and says "I have a cost of doing business of 35 percent." 
He says he has to pay his salary, taxes and interest, 
license fee, and he is going to bring this Mixmaster 
price to the discount price. Say he got 100 sales, 
and 100 other druggists all did it on the same ie 
they all reduced their price so each one is getting 10 
cents --- 


MR. WICKWIRE: Now, are you going to say each 
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dealer is going to sell 100 items? 


MR. VANMELL: I suppose he won't do it unless 
he develops. 

MR. WICKWIRE: What you suggest to the Commission 
as far as Sunbeam is concerned, is the abolition of 
Section 34°? 

MR. VANMELL: Yes. 
MR. WICKWIRE: Giving the right to the manufacturer 
to re-establish'resaie price maintenance? 


MR. VANMELL: Yes. 


MR. WICKWIRE: Now, are you not asking in Canada 


more than you have in the United States under fair trade 


laws? 

MR. VANMELL: I dontt follow that at all. 

MR. WICKWIRE: Has Sunbeam the right in any state 
to cut off a dealer who sells at a price less than the 
maintained price? 

MR.. VANMELL: Under fair trade laws we have 
that right without question. In the non-fair trade 


states, we 
MR. 
fair trade 
MR. 


MR. 


run the risk of anti-trust prosecution. 


WICKWIRE: You don't run that risk in the 
states? 

VANMELL: No. 

WICKWIRE: If that is au wouldn't it be 


easier to cut dealers off rather than take them to court? 


MR. 


seek other 


VANMELL: No, because the discounteer will 


Suppliers. We are contending with :@. big 


price cutter in New Jersey and in the discovery we 


wanted to find out how he got his merchandise. 


it through 


He got 


a dealer who signed a contract with us. There 
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12 56% 
are telephone brokers in New York who go around to 
dealers and try to entice them to supply half a dozen 
or a dozen and they assemble quantities like that and 
sell to the discounteers who then use them to make a 
big splash. 

MR. WICKWIRE: And that practice is occurring 
in the fair trade areas? 

MR. VANMELL: Yes, it is. That. is. the, type 
of people we have to take to court. 

THE CHAIRMAN: I am not sure whether it is in 
evidence as aia but does your company in Canada deal 
with distributors or direct with dealers? 

MR. VANMELL: Direct with distributors. 

THE CHAIRMAN: Do you think the resboration of 
the common law would give you any protection. 

MR. VANMELL: We think it would. 

MR. FAVREAU: If you had a contract with a retailer 
whereby he would agree with you to retail at a certain 
price wouldn't that be legal under the Combines Act. 

MR. VANMELL: Iam not sure of that. 

THE CHAIRMAN: That completes the hearing and I 
would like to say on behalf of the distinguished visitor 
from the United States, we know his primary duty is to 
represent the company he represents, but he came here 
from Chicago and gave us the benefit of his lengthy 
experience that is very greatly appreciated indeed. It 
was not only of great interest but of great value to us. 

MR. VANMELL: I want to thank you for giving us 
the opportunity to be here. 


--- Whereupon the hearing adjourned at, 4.25 P.M. 
-~-=-Page 1200 follows. 
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MONTREAL. MONDAY, JUNE 7th, 1954 


---Tne hearing commenced at 10.00 a.m. 


THE CHAIRMAN: The nearing will come to 
order, gentlemen. (Spoke in Frencn) 

I. i may say in English what i have attempted 
to say in Frencn, the hearings in tnis inquiry be~ 
fore the Commission commenced in Ottawa on the 2/th 
of May last. Last week the proceedings were con- 
tinued in Toronto, and we nad many orieis and 
many witnesses who appeared presenting arguments 
in respect of tneir particular industry. Wwe meet 
now in Montreal for the purpose of obtaining the 
point of view of industries whicn believe themselves 
to be affected by the law as it now stands, either 
adversely or ravourably. Suosequently we will be 
nolding sessions in cities in the western part of 
Canada, and then we will nave our final nearings 
in Ottawa, wohich are now scheduled for Septemoer. 
Is there are any wno are unable to present their 
cases this week in Montreal, who desire to appear 
before us, tney will oe given an opportunity; at 
the final hearings in Ottawa for that purpose, 
and we will oe .lad to see anyone there who is 
unaole to present nis case now; or, for that 
Hatter, anyone wno believes, vecause of some- 
thing whicn tuey learn and which develops suv- 
sequently, woo would like to make further repre- 


sentations at Ottawa we will- oe »lad to see them 
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This morning the first representation will 
pe made by tne Retail Tovacco Assuciation of the 
P ovince of %uepoec. we would lixe to végin by 
having the names of tnose wno are in tne delega- 
tion, and to advise that the practice is, unless 
there are special reasons for departing from it, 
for one person who is in cnarge of the orief to 
read it and to make any comments that he desires 
during the course of the presentation or at the 
end of the reading of the orief. Then, any other 
memoer of the delegation who desires to add any- 
thing may do so, and then we nave questions con- 
cerning the material that is in the orief in 
order that we can oe quite certain exactly wnat 
is intended bY the prief and we can get the full 
understanding of the point of view of those pre- 


senting ict. 
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Delegation from: RETALL TOBACCO ASSOCIATION 
OF THE PROVINCE Of QUEBEC. 


Represented voy: Paul Dorion, 
secretary. 


aaa 


he Ce GOCraAlners 
Honorary President. 


J. M. Valieve. 


Cecil Dinebery. 


ee 


MR. DORION: Mr. Chairman, gentlemen, a4 orief 
word of thanks to all the interested memoers here 
to defend our cause. This brief is veiling presented 
in English as it is for the benefit of the major. 
ity af the 90,000 retail tovacco outlets across 
Canada of which the Province of yuebec has 27,000. 
This oriler will oe presented in two parts; the 
first will cover pages 1 to 9, and on boeing com- 
pleted will be followed oy tne figures compiled 
as requested by tne Commission. In the aosence 
of Mr. Jensen, President of the Association, who 
is now hospitalized, this oriei will be read oy 
Mr. H. J. Gorfinkel, our Honorary President cf 
che Association. 

MR. GORFINKEL; Mr. Chairnian, Commissioners 
and counsel, this orief will ve presented in two 
parts: The second part will give tne figures 
which were requested oy the Commissioners at my 
last hearing in Ottawa on facts. 
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'It is impossiole to approach the 
Loss Leaders without first point- 
ing, out. that Retailing is the one vranchn 

of our economy which not alone receives no 
favours or special considerations from any 
level of government, out whicn is legislated 
avpainst, inverfered wita and often subjected 
to punitive taxation. 

"Pne Last defence of tne revailer was 
demolisned with tne passage of the law pro- 
hiviting Price Maintenance. 

"we wish to list here various measures 
aaopted or permitted oy tne Government in 
Support of otmer vrancnes of our economy 
Such as Farming, Lavour, Mining or Manufrac- 
turing, ana we point out that in practi- 
cally every case, tnese measures result in 
increased prices to the consumer. Tnat, 
in reality, is what tne law against Frince 
Maintenance was supposed to comoat. 

"(1) Purenasing Bvards. 

(2) Minimum Prices fixed by such 
bBoaras. 
(3) Import Duties. 

"(4) Suvsidies. 

"(5) income Tax Allowances. 

“(0) Minimum wage Laws and Collec- 

tive Bargaining. 


"(7) Moratoria. 
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"(1) when the Government Boards 
buy wneat, butter or cheese from tne farmer. 
they guarantee nim a sale of these products, 
even though the government may not ve avle 
GO .resellithesproduetspat .the) prices. paid 
plus carrying. charges: Has tne government 
ever guaranteed tnat the retailer has a 
customer for nis stock-in-trade? 

‘(2) The prices paid by these Boards 
oecome tne vasis of a minimum price payaole 
by the consumer, even thougn, in the ao- 
sence of such Boards, the-prices mignt drop 
materially. In the case of some Milx 
Boards, retail prices were established, 
oelow which no store could sell the milk 
or cream: This was done in Ontaric to pro- 
tect the Milk Drivers Union, which feared 
that a large differential oetween delivery 
prices and store prices might be harmful 
to them. Sut tne retailer must not get 
get togetner witn the manufacturer to set 
a minimum price. 

"(3) Import Duties are a form of 
subsidy for manufacturers. Without them, 
our manufacturers could neltner compete 
with tne United States manufacturers. 
wno nave the venefit of mass production 
for a nation of 1600 million people, nor 
With the manufacturers of nations witn 


a wage scale far ocelow our own. ‘ihe duties 
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nelp to estavlishn a minimum price in pro- 

tection of tne domestic manufacturer. 
'(4) Subsidies have veen paia py 

tne Government to various enterprises. 


Gold Minin, is an example. Special freig.nt 


another. The practice, in some communities. 
to grant a Low realty assessment to induce 
& manufacturer to open a plant, is.also a 
form of sudsidy. wes any form of retail 
enterprise ever supsidized? 

"(5) Income tax allowances for de- 
pletion of natural resources have been 
allowed to Oil and Mining enterprises but 
never to tne retailer, wnose 'natural 
resources' is the population of a town 
that may oe dying, oecause the mine closed 
on depletion of the ore wody. 

"(o) Minimum wage Laws and Collec- 
tive Bargaining are a form of Trice Main- 
tenance for the Laoourer, out denied to the 
Retailer. 

"(7) ne moratorium on Farm Mort- 
gages, which enaoled many farmers to hold 
on to their land during the depression, 
was a life-saver to tnem. But the re- 
tailer, wio could not meet nis rent or 
chattel mortgage payments, was allowea to 
BO vankrupt. 


"Tne avcove measures are mentioned, 
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not cecause we fand fault witn them, our 

tc empnasize tie lack of similar protective 
measures for tne retailer. Wot alone lack 
of protection, but interference wita his 
operations nakes the lot of the small re- 
tailer more and more difficult. With all 
tnese nandicaps and difficulties facing 
the retailer, why was .his.only safe 
Price Malntvenance, wade illegal? we will 
grant, tnat price fixing. and. price mainten- 
ance at excessive, nign Levels are undesir- 
aple, out as this brief is in.the interest 


Oe 
Vs 


the Retail Tobacconists, we may ask, 
nere, whetner the retail mark-up on tooacco 
products ever has veen excessive, even dur- 
ing price maintenance days? The answer, of 
course, iS NU, and it cai: ve proven vy the 
prices that prevailed in the trade. Thus, 
for example, in 1939, when tne price of 
cigarettes was cOg a package, the small re- 
tailer's gross profit was 3.00¢ per package. 
in 1954+, when the price of cigarettes 

per package has risen some 65%, namely, to 
33¢ per package, tne retailer makes only a 
aross profit of 3.90¢ instead of 5.03¢ 

per package, woicn wouid reflect the nore 
mal increase of proilts ne would oe en- 
titled to, at least on the increase of 
price. we must underline the fact that 


the aforementioned 3.90¢ gross profit per 
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package is based on what the normal selling 
price of the package should be, and not 
in virtue of tne cut prices indulged in by 
those using cigarettes as Loss Leaders. 
It becomes apparent that if the small re- 
tailer were to meet this competition, he 
would actually be selling his cigarettes 
at a loss of 1/10¢ per package. Is it 
possible tnat there is a feeling on the part 
of the elected representatives that the 
small retail tobacconist is doomed anyway, 
and that in any event, it does not matter, 
Since he is of no importance to the commun- 
ity? Obviously, this cannot be the case, 
Since small business is still the backbone 
of the country and constitutes the liveli- 
hood of the majority against that of the 
minority. 

"The small tobacconist store is often 
a family enterprise, but even when help is 
employed, you will find the owner at work. 
He opens the st re early to serve the 
worker in plants and factories. He is open 
late at night, again to serve the public. 
Large food chains and others, who have 
made cigarettes a Loss Leader, open late 
and close early. But if a man can save 
3¢ or 4¢ daily on his package of cigar- 
ettes by letting his wife buy them with 


the groceries he will do so, and the 
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tobacconist is therefore forced to meet this 
competition, ruinous though it ove. Most 
tobacconists are a credit to their commun- 
ity. So why tempt them_to engage in pin- 
pall games or clandestine deals to avert 
bankruptcy. 

"Coming now to the question of Loss 
Leaders, the report of tne Restrictive Trade 
Practices Commission is lacking in one 


respect." 


I might say here, in several respects, but we will 

take one as an example. 
THE CHAIRMAN: One at a time. 
MR. GORFINKEL: "While it gives many examples 
of druggists using vitamins or tocth paste, 
grocers using sugar or flour and appliance 
dealers using stoves as Liss Leaders, it 
never stresses the most vicious loss leader 
practice; whiten is thay Of “picking an item, 
unrelated to the real vousiness of the store, 
and by using this item as a loss leader, 
cause ruinous competition to the retailer 
who depends on this item for his bread and 
butter. That is the real proolem which 
the tobacconist faces, when cigarettes are 
used as loss leaders by grocers, druggists, 
lunch rooms, varber shops, taverns and 
others. No other trade faces such compe- 


tition by a comparative number of stores. 
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"What has made cigarettes the out- 
standing target for price cutting? It has 
been brought about, here and in the United 
States, by food, drug and department stores 
who realized that a package of cigarettes 
would bring a customer in to the store al- 
most Galiy. Toovcn paste, sugar or stoves 
do not give this advantage to the price 
cutter. Furthermore, many trades have be- 
come anxious to maintain reasonable profits 
on their own 'bread and pbutter' lines, but 
the cigarette is to most stores an indicen- 
tal and an item which they will sell ata 
loss to increase their customer count. Some 
large food chains showed sales of cigarettes 
to be 3% or less of their total sales, when 
prices were maintained. They can well af- 
ford to handle this business at a loss, if 
of benefit to the remaining 97% of their 
ousinessS. were they, however, to sell this 
remaining 97% of their ousiness at the 
same price Level as they do cigarettes, 
they would obvicusly go bankrupt is a very 
Short time. 

"The real tobacconist shop or cigar 
store is fast disappearing in the United 
States. Price cutting on cigarettes by 
drug stores and department stores was the 
main cause of the bankruptcy of two of the 


largest cigar chains in the United States. 
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Afterwards, one of these chains concentrated 
its remaining assets in a drug chain to have 
the same advantages from the cut prices as 
the stores that started it. In 1929, one 
cigar chain had about 400 stores in Greater 
New York alone. Today, they have less than 
a dozen. The situation is the same all over 
the United States. Those that remain were 
forced to add extraneous lines, thereby 
adding competition to neighbouring merchants. 
There is no other retail trade which suffers, 
as does the tobacco trade, by the use of its 
principal line as a loss leader by so great 
a variety of other retail trades, and only 
definite action on Dominion, Provincial or 
Municipal levels can save the tovacconist. 
The simplest solution of the proolem is, 
of course, to allow Price Maintenance on 
tobacco products. If deemed necessary, 
this could be done under the supervision of 
a Dominion Tobacco Board. When one takes 
into account the position of the cigar- 
ette as a revenue-producer for the Domin- 
ion, namely, 66-2/3% of the manufacturer's 
selling price, as well also as a revenue- 
producer for some provinces and some cities 
at the retail level, surely an exception 
to the general rule mignt well be made. 

"No one need actually fear that un- 


due advantage would ve taken by manufacturers 
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to fix excessive prices on their products. 
The fact is that the manufacturers deplore 
the high retail prices on their products 
due to the high rate of taxation at various 
levels, and it must be noted that the manu- 
facturers, in February 1953, voluntarily 
reaqucea tne prices to the trade by more 
than the reduction in excise duty, and this 
reduction was passed on by the jobber and 
retailer to the consumer. i might say at 
this point the jobber and the small retailer 
Sutterea in proerit by Ghis reduction, in 
comparison to his 1939 margin of profit. 

At this point I might add that the Budget 
reduction in 19535 called for reduction in 


excise of 4d per package from 39¢ to 35¢. 


é 


But the Tobacco Trade went still further 
and reduced same to 33¢ per package, giving 
the Public cheaper vrices by 6% avd hoping 
vnav increased volume ot sales anda de- 
creased smoking of smugs would recoup their 
iGss Of Proria. 

"This is somewhat of a different 
interpretation for the reason in reduc- 
tion of smug seizures then as stated by 
the Minister of National Revenue on Friday, 
Jund 4th, in the House of Commons in 
answer to 2 query. 

"But if actions on the Dominion 


level is deemed inadvisable, some similar 
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action might be taken on the Provincial or 
Municipal levels. In most cities, a special 
tobacconist license is required to sell 
tobacco products. In some countries in 
Europe these licenses are a form of protec- 
tion to the trade, as they are not issued 
indiscriminately, wut here anyone with the 
price of a license may get one. Let the 
Provinces or Cities establish a Tobacco 
Board with the ynower to grant these licenses 
on the condition that a minimum mark-up of 
22%--223% over the domestic manufacturers '! 
lowest unit list price be maintained. This 
mark-up equals 18.30% on selling price. Any 
special Provincial or City taxes should, 

of course, be added to the price as arrived 
ec above. 

"This mark-up cannot be considered 
excessive. Even chain food stores, known 
for their low overnead expenses due to 
large sales volume, give their overhead 
expenses as ranging from 123% to 15% of 
sales volume. 

"The suggested Dominion Board would 
in no way prevent competition between 
tobacco manufacturers and retail outlets, 
and therefore could not be construed as 
price fi xine: 


"This mark-up would result in price 
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levels suggested by the manufacturers, who 
after years of experience with the problem 
have found that a certain margin of profit 
is necessary to keep the tobacconist in 
business. It would not interfere with the 
estaolished practice of an intermediate 
price to large retailers, who can buy direct 
from the manufacturers, and the small mer- 
chant who buys from Joboers, as the mark-up 
is sased on lowest selling price by manu- 
facturers. It would, in some respects, 

be similar to the system in effect in 
France, where the Regie fixes the retail 
prices and the licensed retailers are re- 
quired to maintain these prices. 

"It would eliminate cut prices and 
loss leader practices, and would save the 
Retail Tobacconist from ruin ard bankruptcy, 
without disadvantage to the consuming 
public, which would not suffer increased 
profit on cigarettes by comparison with 
the prevailing margin of profit on cigar- 
ettes. Fifteen years ago, in 1935, when 
price maintenance existed. The reason for 
this was the Wartime Prices and Trade 
Board who protected tne buying oubdlic 
and in so doing reduced the smali retail- 
er's margin from 15.3% to a present-day 
level of 11.81% on cigarettes provided 


there is no loss leader selling. 
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"It is the contention of the Retail 
Tobacco Association that the chain grocery 
stores are using cigarettes as loss leaders 
in the selling of their merchandise. An 
analysis has been made of puodlished finan- 
cial statements of several chain grocery 
stores, in order to determine average 
gross profit earned on all commodities 
sold by these stores as compared with the 
gross profit currently earned by them on 
the sale of cigarettes. 

"We are attaching hereto a statement, 
in percentage form, taken from tne puolished 
financial statements of one of these chains 
and covering a period of six years from 
1947-1952 voth inclusive." 

Since then, Mr. Chairman, we have added an addition- 

al year, 1953, making in whole seven years. 
"This statement discloses that the gross 
profit earned ranged between 14.8% and 
16.1% during the six year period and that 
overhead ranged vetween 11.5% and 12.2% 
during tne same period. As compared to 
those percentages, cigarettes are cur- 
rently sold at a price of 29¢ per package 
of 20 cigarettes (exclusive of Provincial 
Tobacco Tax), which results in a gross 


profit earned by the chain grocery stores 
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of 7.003% or less than 50% of the average 
gross profit earned on all other commodities 
sold in these stores. 

"The 1941 Census of Merchandising in- 
dicates that the sale of cigarettes repre- 
sents 3.2% of the total sales made by chain 
grocery stores, wnereas the sale of cigar- 
ettes represents 67.6% of the total sales 
made by tobacco stores and stands. Obviously, 
the sale of cigarettes is a major item to 
retail tobacconists, whereas it is a com- 
paratively minor item to chain grocery stores. 
Nevertheless, these chain grocery stores 
have seen) fit to reduce ithe selling price 
of cigarettes to a point where the gross 
profit earned on their sale is indufficient 
to cover overhead and certainly insufficient 
to cover the normal net profit. It is the 
contention of this Association that tne 
ehain grocery stores could not sell all of 
their products on the same basis that they 
are presently selling cigarettes, namely, 
on a gross profit of 7.003%; ooviously this 
would result in tremendous losses being 
suffered by the chain grocery stores. Des- 
pite this fact, «athe ‘retail tobacconists, 
if they are to meet this unfair competition 
would have to sell an item whicn represents 
67.6% of all its sales at a gross profit 


which would be very much below that required 
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to cover their overhead. 

"Tt would seem quite apparent that 
the underlying reason behind tne decision 
of the chain grocery stores to market cigar- 
evtes-at-a ridiculously low’ price,” is to 
entice customers into their stores and to 
sell to these customers other products which 
earn a substantial gross profit, - in other 
words, the chain grocery stores are using 
cigarettes as loss leaders for the sale of 
other merchandise which is being sold at 
a-normal “eross*prorit. 

CLOSING REMARKS 

"GENTLEMEN, it would appear to me 
that wnat faces this COMMISSION is somewhat 
Similar to that wnich confronted the Roman 
Catholic Church in 1411 when the true causes 
of the economic problems of the time were 
diagnosed by the Church, Pope Alexander 111 
thereupon exhorted the authorities to do 
everything in their power to protect the 
small businessman, the labourer and the 
farmer, emphasizing the great importance 
to the state that these small people at all 
times receive aid ‘prix equitable' for 
their wares and services. 

"This view nas been proved to be 
the correct one. We do not have to go 
too far back to see what happens to a 


state wnere the small businessman's 
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interests are not only neglected, but even 
ignored. 

"For example, let me quote from the 
experience ae a great economist. a former 
member of the League of Nations, who visited 
Rumania in 1938 on official business for 
the League. Atv the social and official 
functions to which he was invited, he saw 
nothing but luxury, pomp and splendour, 
which gave at first the appearance of a truly 
prosperous country. However, oeing of an 
inquisitive nature and wishing to fulfill 
his duties properly, he covered the interior 
of the country on a donkey-drawn cart, and 
then found that in this same country, the 
small businessman was financially exhausted, 
and the farmer was feeding his family on 
dried beans and potatoes. Big business 
flourished there: the small man was bank- 
rupt. Where is Rumania now? Behind the 
Iron Curtain! 

"Measures which eventually put the 
small businessman out of business must 
necessarily sow the seeds of discontent. 
Ordinarily, the bankrupt businessman is 
not qualified for anything but the pusi- 
ness he was carrying on. He cannot be 
absorved in the economy of the country, 
because of that fact and because, further, 


he is usually too advanced in age. what 
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business now chooses to employ for the 
first time a man already reached the age of 
50? He cannot even receive the benefits 

of Unemployment Insurance, since he was a 
merchant and not an employee, and his final 
resort is the charity chest, and inwardly 
he seethes and burns. If we take into 
account the great number of small ousiness- 
men this country actually has we can real- 
ize what a great demand would be put upon 
the charity chests, were they put out of 
business, and the numbers of discontented 
people we would have. 

"GENTLEMEN, it is respectfully sug- 
gested by this Association that the matter 
is urgent. We suomit that this COMMISSION, 
pending final decision, should forthwith 
recommend that temporary measures be adopted 
on behalf of these tobacco merchants. 
Failure to do so entails serious conse- 
quences, and our Association feels that 
this Commission will have to assume full 
responsibility. 

"Let the small businessman be pro- 
tected fortnwith. Let steps be taken at 
onee to insure a ‘prix equitable' for his 
wares, and let there be final decision to 
protect the small man in every way, - the 
small man that constitutes the majority 


of this country and its oackbone. 
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"Ypon these precepts rest the true 
principles of democracy, upon which this 
country is ~ouLis. 

"GENTLEMEN, in closing our Associa- 
tion wishes to extend to you sincere thanks 
for tne kind and attentive hearing you have 
given this brief, and further for the 
courtesy and attention you extended to our 
Honorary President when last in OTTAWA, 

"RESPECTFULLY SUBMITTED. 
"RETAIL TOBACCO ASSOCIATION 
"of the PROVINCE OF QUEBEC." 
Seeing our opening orief is now completed, we will 
continue witn actual figures whicn have been re- 
quested by this Commission and the effect they are 
having upon the small merchant, if same meets with 
your approval. Before pres enting the figures IL 
believe a few explanatory remarks would be in order 
at this time. 
Cut-rate should not ve confused with loss- 
leaders. 
Cut-rate is used in the majority of cases 
to dispose of surplus stock and discontinued 
lines and gives a genuine profit to the merchant 
whereas cut-price loss-leaders are used to entice 
customers, without regard to profit or overhead, 
in an effort to sell them cut-rate articles and 
other items on which a full profit is made. 


Tne next part of this is more or less 
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confidential from the sources we received it, because 
when we tried to get the information we were given 

a very polite no, saying it was not ethical. so 

we used the McCarthy Stevens method in securing 

these figures, which we pvelieve is ethnical due to 

the emergency which confronts the small retailer. 

THE CHAIRMAN: McCartny and Stevens both used 
the same method; is that what you mean? 

MR. GORFINKEL: well, telephone tapping and 
cutting pictures, and so on. I think it is the 
Same thing, so we had to take a leaf out of their 
DOOK. 

"In the Province of Quebec where 
loss-leader selling predominates. cigarette 
sales in chain food stores increased by over 
400% ---" 

THE CHAIRMAN: I think you want to say that 
this increase is in cnain food stores. 

MR. GORFINKEL: I meant to say that. I did 
say that -- "In the Province of quebec where loss- 
leader selling predominates, cigarettes in chain 
food stores increased by over 400% in 1953 over 
1952. (7% of grand total in 1953 - 1.70% in 
1952)" 

Across Canada in the same period sales 
increased in chain food stores 602%. The totel 
increase in the consumption of cigarettes across 
Canada for that period was 17.6%. 

THE CHAIRMAN: in one year? 


MR. GORFINKEL: In one year, yes. I have 
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got the figures here: in 1952 the total figures 
for cigarettes in Canada was 17,846,324,508 cigar- 
ettes. 

THE CHAIRMAN: Right down to tne last digit. 

MR GURPINKES?? EF Bot iteour -f the Govern- 
ment release. In 1953, 21,001,462,042 cigarettes, 
showing a 17.60 increase over 1952. wnereas the 
increase by the manufacturer in the release of 
cigarettes was 17.6, the chain stores are showing 
82% across Canada and 400% in the Province of 
queoec. 

THE CHAIRMAN: ‘Tne figures you have quoted 
for total consumption relate to the sales of 
Canadian manufactured cigarettes? 

MR. GORFINKEL: That is right, Canadian manu- 
factured cigarettes, 1953 over 1952. That was in 
1953 over 1952, a 17.6 increase, and I might insert 
at tonis particular time, gentlemen, that for the 
first quarter of 1954 Government figures snow a 
15% increase over 1953. 

"From this you will gather that the 
small merchants' cigarette sales are 
decreasing and a tremendous increase in 
cigarettes sales is being made by the 
chain stores, as our figures show. 

"The majority of small retailers 
are not solvent. The wholesalers in the 
Province of Quevec are carrying him on 
their vooks to the extent of millions 


of dollars and if pressed for payment, 
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heaven knows, what the cutcome would be.” 
I use the term 'heaven knows", vecause when you 
get a retailer buying from jovoer A on Monaay and 
gets a week's supply, the following Monday when 
tne joober comes round ne is supposed to pay nim 
for the previous week's merchandise, out not naving 
the money, ne kites and gets joobver B and ouys 
from him, and wnen he sells nis goods ne pays 
joober A, and then ne takes another order from 
jgoober A, and tne following week he pays it back 
to jobber B; and finally he has youver C 
too. That is the only way ne is meeting his re- 
quirements ot mercnandise for the store, oecause ne 
definitely has not got anything in his pocket with 
which to go ahead and pay for the goods he had. 

I am talking approximately, gentlemen, now 
of aoout 600% of the small corner merchants, because 
35% of the cigarettes are sold through jobbers in 
the Dominion of Canada according to last year's 
figures, but I think that has changed now oy the 
previous figures which I gave you. 

Gentlemen, we will now turn to page 1 and 
see what is actually happening in dollars and 
cents in different outlets, as requested oy the 
Commission in Ottawa. Tney asked me to nave 
figures to suostantiate the facts. Page 1 shows 
the retailer (and we need not mention their names, 
but they are availavsle to tne Commission if they 
wish them) and we did not use the metnod as em- 


ployed oy tne Combines Division of getting tnis in 
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the form of charts, but we took the method which 
is fool-proof; we took the amounts purchased from 
the ledger for 1952, and we took them for 1953. 
It aoselutely cannot be wrong. 

THE CHAIRMAN: Just to be sure for the 
record, wnen you say "page 1" do you mean the 
first page of the statistics following the end of 
the brief which you read? 

MR. FAVREAU: You mean the first numoered 
account C, numoer 1 is marked on the page. 

MR. GORFLNKEL: what is your first page? 

THE CHAIRMAN: Following tne orief which 
you read there appear two pages tnat are not 
numbered: one is neaded ‘Information taken from 
published financial statements of one of the lead- 
ing grocery chain stores". and the next is headed 
"Confidential report, from tne leading chain 
store". Tnen comes the page "Known as 'C!' Account". 

MR. GORFINKEL;: Would you mind turning those 
pages to the end of the brief. The two pages 
which are not numvered follow tne ones that are 
numoered. 

THE CHAIRMAN: You are now referring to 
page 1 which is headed "Known as 'C' Account". 

MR. GORFINKEL: Page "Known as 'C!' Account": 
buys cigarettes from the manufacturer at the 
28¢ level exclusive of tobacco tax. In 1952 he 
Showed a decrease in purchase. Mr. Chairman, 
we do not have to go all througn these figures, 


oecause you have got a copy. 
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THE CHALRMAN: You make whatever comments 
you have to make. 

MR. GORFINKEL: He showed a decrease of 
21 3/4% in his purcnases. 

THE CHAIRMAN: Did you tell us what you 


mean py a "C" account? 
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MP. GORDINVEL s A "CO" account is a retailer 


ast 


who purchases from tne manufacturer at the level 
of 28¢ per package of cigarettes. 

THE CHAIRMAN: At the present time that is 
the price whicn he pays? 

MR. GORFINKEL: Yes. 

THE CHAIRMAN: Does he buy direct from the 
manufacturer: ~ 

MR. GORFINKEL: Yes. 

THE CHATHMAN: And not through 4 joover? 

MR. GORFINKEL: Not through.a joober. That 
is one account where we showed 21 3/4% decrease, 
and he has cut-pricing around him. He has main- 
taimed-) ihe sama level, sand he Nas not pone-into 
the cut-price end of the dusiness. He is still 
Selling his cigarettes at 33¢ plus Provincial 
taxes. 

The second one is also a "C" account who 
buys from the manufacturer. 

THE CHAIRMAN: That is page 2? 

MR. GORFINKEL: Page 2; that is also a 
"C" account who ouys from the manufacturer, and 
for a six-month period ne showed a decrease in 


purchases of 29%. 
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MR, FAVREAU: when you speak of a six-month 
period, is it the first six months of the year? 

MR. GORFINKEL: No, it is the last six 
months of the year. In other words, I took six 
months to get an average levelling up and down 
which snows over tnat period, month vy month, and 
you can see how it goes. Whereas, gentlemen, in 
the Restrictive Trade Practices Volume issue --- 

MR. FAVREAU: While you are on that subject, 
thet nas Hol peen prepared oy this present Con- 
mission? 

MR. GORFINKEL: No, I am calling that to 
your attention vecause you will look into tnis 
book for information as to tneir findings and com- 
pare them with ours. It is a directed statement 
of the Department of Justice. 

THE CHAIRMAN: what Mr. Favreau wanted to 
point out is that while you have referred to 
that a8 the report of the Restrictive Trade Prac- 
tices Commission, it is not a report of this Com- 
mission. It is simply a statement of facts and 
information which has been ootained by the Direc- 
tor of Investigation and Research, who, on comple- 
Cloner the ocoek; "turned “Pt over’ to us “for-the pur- 
poses of this inquiry. There will be no report 
from the Commission until we have completed tre 
inquiry. 

MR. GORFPINK&L: I appreciate that. 

THE CHAIRMAN: I just wanted to make that 


point clear. 
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MR. GORFINKG@L: wnat 1 wanted to bring out 
was that wnereas in tnis particular volume the 
Commissioner got the figures as tney saw fit to 
give them, wnat nis investigators found out, in 
our figures there is no question or douot. We 
maintain this oook is a marvellous volume, well 
printed’ in e€very way; especially in form, but 
lacking a lot of information, and inaccurate in 
many forms. Our figures cannot be denied, because 
it was open to Government investigators to go to 
the manufacturer or to the retailer who will snow 
him his books; and our percentages are accurate. 

I just completed page 1 and page 2, and I 
Will’ now’ turn to page 3, "Known as 'B' Account". 
A "“B" account is a retailer wno purchases from the 
manufacturer at a level slightly under 27¢ a 
package, namely, 20.96 per packaze, he pays to 
the manulacturer. 

MR. FAVREAU: Ilse tnat irrespective of the 
quantity he buys‘ 

MR. GORPINKZEL: Irrespective of wnat quan- 
tit,. He has no stipulated quantity outside of 
case lots, and so on. In other words, there are 
two types of wvuyers from the manufacturer; one 
who ocuys at the level of 13.45 per 1,000 and one 
who ouyS at a price Known as $14.00 a 1,000. 

The one I have reference to now buys at 13.48 
per 1,000, namely, 26.96 a package because there 
are 2O cigarettes in a package. 


THE CHAIRMAN: You mean tnere are two 
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different prices at which retailers puy direct 
from tne manufacturer? 

MR. GORFINKEL: Yes, I will explain the 
reason wny: The "B" retailer is classed as a 
joboer because he supplies, in the particular 
neiznoournood he is, tne small storekeeper witn 
his small requirements. 

THA CHAIRMAN: He is voth a retailer and a 
joooer’ 

MR. GORFINK#L: Yes. If ne wants to give 
up his retail business he will continue as a 
joover. If ne wants to run as a jobber and also 
run a retail estaolisnment, or estavulisnments, he 
ean do it. 

MR, FAVREAU: He would not have to remain 
a "B" account without actually doing some joboing? 
MR. GORFPLNKEL: without actually doing some 
joobing. The reason I orought out the "8" account 
is that that is tne category actually which the 
chain food stores are in, the ones who supply 
their own stores only. we have chain food stores, 
which this volume snows, sucn as in Vancouver 
Known as MacDonald Consolidated wno in Vancouver 
sell their own stores only, but in Victoria, 
besides selling their own stores, they sell 
other retailers. .So,,in Vancouver I would say 
MacDonald Consulidated is an "A" account, wnicn 
is strictly wnolesale, and in Victoria he carries 
on --- Let me repeat that. In Vancouver he is 


what you call a "5B" account; he only supplies his 
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own stores, wnereas in the case of Victoria he 
sells his own stores and other stores. 

THE CHAIRMAN: That is MacDonald: 

MR. GORFPINKEL: MacDonald Consolidated. 

THE CHAIRMAN: But the "3B" account I tnought 
was one wno sold at retail to his own stores and 
also supplies small dealers -- both a jobber and 
a retailer? 

MR. GORFINKEL: That is rignt. 

THE CHAIRMAN: But if he sells only to his 
own stores he is not a joober at all. 

MR. GORFINKEL: No, he comes under page ec. 
If he buys only for his own stores and he has no 
joboing, he comes under pages 1 and ée. 

THe CHAIRMAN: You are suggesting, I gatner, 
that MacDonald's Consolidated in V ncecouver does not 
act. that wass igs tiat)446? 

MR. GORFINKEL:. No, they only supply their 
own Stores; they only sell for their own stores. 

THE CHAIRMAN: Then, are they a "B" account? 

MR. GORFINKEL: They are an "A" and a "B" 
account, and wny I orougnt tnat out was, once 
tney go from Vancouver to Victoria they not only 
sell the merchandise through tneir own stores, 
the same as the "B" account, out they sell it to 
other accounts. A "B" account sells in his own 
StornesSaiga 

THE CHAIRMAN: And to others? 

MR, GORFINKEL: . . . and to others. That is 


what MacDonald Consolidated does with a cnain store 
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in Vietoria-. 
THE CHALTRMAN: And in Vancouver, what do 


they do? 


MR. GORFINKEL: They sell only to tneir own 


stores; they are an "A" account. There is an "A" 


" inl 


ecouurt wnlen Isa Yourers-s-'""b 


a jobber and revailer; and a "C" account which 

is only a retailer. They all puy from manufac- 
turers at two levels. The "A" and "B" level is 
identical as far as cost is concerned, anda "C' 


level is approximately l¢@ more a package. 


MR. FAVRHAU: So they cculd ouy as wnole- 


salers but-exclusively for the purpose of selling 


their own outlets and "A" account? 


MR. GORFINKEL: That is right. 


THE CHALTRMAN: w«nere woula you put a chain 


store, under the method which they buy? 

MR. GORFINKEL: Today I would call thnem a 
qualified "A" ‘account with "B" privileges. 

Tat ChainwaN: mMayoe you can explain what 
you mean by tnat? 

MR. GORFINKEL: A qualified "A" account 
is one who has joober's privileges, or a whole- 
saler's privileges, and instead of using them 
as a wholesaler he uses them for retail purposes, 

ecause I do not know, and I do not think any- 
body else seems to have the definition of what 
should be a wholesaler and what snould not be 
a wholesaler. Certainly oecause a man has 20 


stores nis buying power does not give him the 


account whnicn is 
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privilege of being a wholesaler -- at least, it 
does not under tne N.R.A. Act in the United States. 
We might have to go anead and think of these tnings 
in the future. In other words, a wholesaler is a 
wholesaler and a retailer is a retailer. There 

is nothing to stop a wnolesaler from having his 

own’ stores; but why. doesn't he sell, if he is a 
wnolesaler, under the same conditions as the otner 


ne 


th 


stores? He only sells to nis own stores; so i 
a wnolesaler or ishe not? Lf the is.not, or if he 
is -- I am not going to pass my judgment on it. 

MR. FAVREAU: So he is a retailer buying 
direct tnrougn an indirect method‘ 

MR. GORFINKEL: No, not through an indirect 
method. He is a retailer pvuying direct with whole- 
sale privileges. 


THe CHAIRMAN: You mean ne is paying exactly 
the same price as a pure wnolesaler? 

MR. GORFINKEL: That is rignt. 

TH CuAinbanN; but he is distributing hin- 
self, and not other retailers, and only to his 
own stores as retail sources? 

MR. GORFINKEL: Rignt, with tne exception 
of tne one I read asout -- MacDonald Consolidated. 
When they went to Victoria to supply their own 


stores I pvelieve the idea was to cut dowr 


at 
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overnead and start selling to otner stores to 
cover the overhead and tneir warenouse charges. 
THE CHAIRMAN: what is tne vrice that a 


Straight wnolesaler ovotains a cigarette for from 
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a manufacturer? 
Mn. GORFLNKSL: 13.40, 


THe CHALRMAN: How does thnat work out on a 


MR. GORPINKEL: 26.30 per package. 


AIRMAN: So tne "B" accounts are the 


THE Cd 
same as tne wholesale accounts? 

MR. GORFINKEL: Yes. 

THe CHAIRMAN: dsaactly the same? 

Mr. GORFINKEL: Ihat is rignt. 

TH# CHAIRMAN: Aré tnere individual retailers 
who buy exactly on the wnelesale price? 

MR. GORFINKBu: Yes, wnicn 1s covered -- 
@itner individual retailers wno ouy from the manu- 
Tacturer or at tne wnolesaler price -- is that tne 
question? 

THE CHALRMAN: whetner an individyal retailer 
can duy on tne straignt wholesale price. or do the, 
buy on @ price thav is a little nigner tnan tne 
Straignt wholesale price? 

Moa. GOAPINKSL: They buy from the 'C"- ac- 
count under the same corditions as the, ouy from 
a@ jobber, which is 7% nisgher than the manufacturer's 
price to tne "Bb" account. 

THs ChaLRMAN: Tney vuy from tne "B" account? 

MA. GORFINK2L: Yes, the same as tney woulda 
off any normal wnolesaler. In otner words, a 
"B" account is, vesidés sceing a retailer, a 
wholesaler; let us put it tnat way. 


Tria CHALNMaAN: Yes, but wnat is the exact 


ey, 
a Wis 


ait ia See 


¥ 


iy pnearc if 


1 me aap eee 
i 
odd 18 aoticoon. 1 ne ue ALAND BEB 5 one 
ae | MeinwuOdE 81 seesimy cud ex mad 
' edn | ei MIRA Ai : 
wulebiens TERE Om 








gies Lave. inal Ssh oth | AAA IokD m 49 

| rainlrte gists lon (S00 MO qAvOske: (UG OAM 

- ; ne Detewee’ es ikon cdl ol aE GAIN Le <p 
7 ~utheut eT o'r’t wu odw ated Levey uaybavepat. rongis 
wi Jey al == going tulsesluime ong de Wo weniioel { 

| sotieosn seubivteo ae saute” “SHANA oHT 
eat ob go .5olvy olsestoriw digdoiae ano ae yun ago : 

end wets Petiy tn alsone & ed anne: ‘godag, 8 ag Ye 





» \feelag sleseloaw dnulerds i 

_ "O* gdh stan Que get), nial ae as | 

Pree yale ww ot Saude toaus. Sal oe eda sol | 
: e 39s os ian ihe auc *eigin RY el dae aes 
iy hone ele ~anKonc gala, eas Oy. een | 

tal SH sl MAAR BW | . 


bisadi, eae oe ons 98s, eal EMER oN 
© say MLN HAL 4 nefesetole dawwoa yas The 

clin cemcanaise a sapiens ma omhiind Tamnioty tal" 

ai | ie gamle 28 sug om 9h aReToetod 
a litad niet ere 






ri 
mM 
ee) 
Nh 


nature of this "B" account? It is not simply a 
retailer? 
Mn. GUAPLNKaE: No. 
THE CHAIRMAN: There are no people operating 
a purely retail business who ouy on tne oasis ofr 
UD x Ht 


tne | Bo lacoount? 


MR, GORFINKSE:- No, they nave got to operate 


TH? CHAIRMAN; There are retailers, nowever, 
wno operate purely as retailers who ouy direct 
from the manurlacturer and pay a higher price? 

MR. GORFINKEL: lg and a fraction higher, 
Whien is tne 2o6¢ price, namely. 914.00 a 1,000. 

THe CHAIRMAN: Tnat is wnat LI wanted to get 
ecleam,, that there:are mo retailers wno are simply 
retallers wio ocuy at straignt wholesale level. but 
there are some retailers wuio purcnase from tne 
manuracturer at @ price somewnat nigner than 
tne wnolesale price cnarged oy tne manufacturer, 
but lower than if he ouys from a jovoer? 

MR. GORPINKEL: Correct. This particular 
storekeeper, whether “B" or "C'' account -- we 
Will aisrexzard tnat for a moment --- 

THH ChAiNMAN: This is page 3? 

MR. GORFINKGZL: Page S..and strictly on 
his retail end of tne vusiness ne showed a de- 
crease in purcnases to the extent of 24.37% in 
lYyd3 over 1952 

THE CHAIRMAN: That is tie cigarettes 


which he purchased for resale to other dealers, 
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not those he purchased for sale airect tc tne cun- 


MR. GORFINKEL: Tnis particular ‘B” account 
in this particular.orancn -- ve nas several ocranches 
—~- Snowea a decrease in nis purchases on the re- 
tail volume he did to the extent of 24.37%. 

we come to anotner account; a retail ouv- 


puts. in. the. same, classification. 


cow) 


THE CHAIRMAN: Page 4 

MR. GORPINK#L: Page 4. 

MR. FAVREAU: . when you say a decrease in 
purchases from 1952 to 1953, that is comparing. the 
last six months of tne two years? 


mer us 


MR. GORPINK#L: Between 1952 and 1953 it 
showed a, 24.37% decrease. 

Pane +7) Another retailer, instead of giving 
you tne figures of purcnases we are going to give 
you actuad retail fiwures that took place in tne 
particular store for a twelve-montn period. This 
particular Location is a oullding. stand. Tne 


fond 2 


decrease Jin 1953. in comparison to 1952 on retail 
sales was 160.2%. Tne decrease for the four- 
montn period, based on their year wnicn commences 
in Feoruary, to the month of May for 1954 in com- 
parison witn 1953 was a continuous decrease of 
14.39%. Ihe decrease in a four-month period of 
ly54, the same period in comparison to 1952, on 
whica we vase our 1953 fisures, showed a decrease 
of 2f..2/3%. 1t is just dropping, dropping, dropp- 


ing. Tne, nave nov met cut-price competition. 
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MR. FAVREAU: Is that strictly on sales of 
cligarettés? 

MR. GORFINKEL: Strictly on sales of cigar- 
ettes, yes; cigarettes only. 

MR. WHITELEY: was there any change in 
prices or the Cigarettes in this period? 

Mi. GORPINKAEL! Yes, our tnavt is ofiset, 
because the change in prices reduced the price of 
cigarettes vy 16%, out the consumption nas gone up 
17.6, 80 tne figures hold ground. 

THs CHAIRMAN: It should ve nearly even. 

MR. GORFINKEL;: It snould ce practically 
on even keel. 

THE CHAIRMAN: If you ,ot the same increase 
of sales of cigarettes aS was average cross the 
country, tne total monthly returns would be avout 
the same. 

MR. GORPINKGL: Yes, so we did not toucn 
on that. iL thought that question mignt come up, 
and I was prepared. The cost per packa 
cigarettes was nigher in 1953, but the increase 


that nas taken piace in 1953 was higher py 1%; 
HOWeVer 1G 18 @ levelling orf. 

MR. WHITELZY: Yes, so far as tne individual 
purchasing, 18 ¢oncerned, out jou are comparing 
the sales of one year with another. 

MR. GORFINKaAL: If ne got nis proportion 
of tne increase it would not chan.e nis sales 


Tisures at ail. 


Mn. WHITELHY: Tnere migat have oeen more 
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stores. 
MR. GORFINKEL: Yes, tnere is no question 


apout that nere, out we are not discussing 


oe 


we are discussing tne decrease tnat has taken 


MR. WHITHLAY: Bur if.tnere had seen more 
stores to snare the money, tne sales milgnt have 
gone down as well. 

MR. GORFINKEL: . Possioly. yes; .tnere is. a 
possioility tnere, out these are actually figures 
oi dollars and cents if tnines were normal. i 
mentioned ovefore, if tnere are more stores how can 
you account for, tne fact that the cnain food stores 
-- I was ~oing to come to it in a statement later; 
Peamrprepareca for, that y-- in, fact, 1 am prepared 
Her ieVerytning wecause this is..cur final stand 
today, and I nope to get results -- now can you 
account for tne cact.that the cnain food stores 
show an increase of anywhere from 10% to 17% even 
if there are more, stores. And if the sales are 
increasing oy {# of tne, total consumption, don't 
you think the average retailer would get the 
same proportion of tne increase if he is selling 
cigarettes? 

Ma, wollobay: he would get tne same pro- 
portion witn tiie Same stores. 

MR, GORFINSEL: Yes, everytning oveing 
static ne should get tne same. Tne chain store 


ce 


is SuoWing an increase of 10% -- 400% increase 


on weone, sales, SO, don't.think there 1s any 
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discussion on tnat point. IL mignt ve wrong. 

MRy FAVREAU: Sut the cnain stores mignt nave 
acsorped a greav proportion of the increase 
during the yearn: 

MR GORPLINKEL:. You are right, yes. That 


Snow tnav we 


© 


proves itself right here when 
aGropped ef 2/3% in two years. I would like to 
know wnat nappens to that 27% of our sales; and 
what nappened to tne previous customer's sales 
namely, 21 3/4%, @9.560% and 24.37%? There is too 
much of a coincidence tnat the sales of those 

who have been maintaining the price level should 


ve goin, down, and when there is cut-pricing 
around the corner. we nave taken tnem from dif- 
ferent: parts of the city, so. our figures are pretty 
Well suostantlatea. If the normal increase pre- 
vailed and people are scuying tne same amount of 
clparettes, and the averaze consumption increased, 
Some retailer would go anead and show a normal 
increase of 17% in sales, which would more tnan 
offset the increase in price. 

Tif CHAIRMAN: The last one would seem to 
indicate tnat the reduction over tnav two years 
is avout °27@. 

Mi. GORFPINKEL: That is correct.. 

THE CnAinMAN; And even if you make an 
allowance for tne reduction in the price of cigar- 
ettes of avout log. your contention would be that 
the reduction in dollar returns is consideraoly 


more than woulda be represented sy tise reduction 
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in price per pacxage if tney had maintained the 
same volume of cigarettes sold? 

MR. GORFINKEL: Correct. 

THe CHAIRMAN: Even witnout anu increase in 
the number dq .clgarettes sold, the returns woulda 
have veen suocstantially nigher if they nad main- 
tained tne same level of sale in terms of dollars; 
there would actually nave been a reduction in 
the vabue. of wwalesS.in dollar return. 


Mr. GORFINK#L: Yes, out if tney also nad 
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che same normal increase wnicii took plac 
across Canada: Gn production wl cigarettes: ant 

would nave more tnan offset any decrease in price 
woichn took place in 1953. whether it is more 
stores or less stores, L will leave that in 
aoeyance. 

MR. FAVREAUs Do you have figures as to the 
numoer of retail outlets in the Province of 
quevee in 1951, lyde and 1953, and tne present 
numoer’? 

MR. GORFINK2AL: Approximately only. About 
ef,O000, or thereadouts, in tne whole Province. 

MR. WHITHLEY: Are tnere any figures 
compiled as to tiie Number of tobacco licences 
issued? 

MR. GORFINK2ZL: well, in different parts 
ofvytne Province tney nave tovacco licences —- 
different municipalities -- and in certain parts 
they have, and in»certain parts they nave not. 


The same licences issued to tne Island of M_ntreal 
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are issued to anyvoody tnat sells confectionery; 


it is''a- $107 00- restaurant licence. 


Tria CHAIRMAN: You mean a 910.00 restaurant 


MR. GORFINK&L: Yes, and if you are selling 


only candy and cnocolate vars you still get the 


same plO.00 Licence 


THE CHAIRMAN: There is no special licence? 


MR. GORFINKEL: No, you can sell. candy 
Without tovcacco, eut if you want to sell tovacco 
you still have to have the same licence. 

Tht CHALRMAN; You have to have a candy 
licence? 

MR. GORFINKaL: Yes. 


MR, FAVARAU: gust for the record, ta ve 


an "A" account. and to be allowed to sell exclus- 


ively through its own retail outlets, need a re- 
tailer ve specially incorporated distinctly from 
its own retail outlets? 

Mn. GURPLNKE De © Ie don't nellveve-anm. of 
them are separated from tneir original parent 
company.° It is just a-clarifying term. I did 
not toucn tnat point cecause I have reason to 
pelieve that tne jocbvers nave sometning to say 
on that pointy se .a-leteasc go. I don't want 
to touch-en it- Toor much. »- Il put-it-tnais way: 


Previous to January 1953 all tne cnain yrocery 


ct 


Stores bought cigarettes on the same level as 
Shown on pages ] and 2, wnich is a "C" account. 


They were classified as retailers oduying direct 
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from tne manufacturer at the $14.00 level. They 
were not classified as whvlesalers. IL am trying 
to avoid answering, tnis, out you asked me; I think 
the jodoers are ewoing to cover’ tnat. I am trying 
to keep more or leSs to what tne retailers' pro- 
olems are without touching the wnvlesale end of 
it. For some unknown reasun the manufacturers -- 
and I am qualified to speax on this -- put tne 
chain fooa stores on the same casis as the wnole- 
saler; for what reason nooody seems to Know. The 
only thing it has developed into is to give them 

a dangerous weapon wlth which to turn round and 
exterminate the small retailer. by giving them 


additionalvprorit wnich vélongs to a wholesaler. 


BR. OPAVREAUSHOTHey are 
which i8 not. availaole to other retailers as such? 

MRO GORPINKBEL?*°As Buch, bute@bear in mind 
retailers do not come into the wholesaler category. 
fne chain stores cerfore were the same category 
as tne legitimate retailer, whether the retailer 
had one store or one hundred svocres. 

THe CHALRMAN: You mean a retailer who 
buys direct? 

MR. GORPLINKEL: Yes. 

THE ChALKMAN; Most retailers do not ouy 
direct from manufacturers. 

MR. GORFINKEL: That is correct. 

THE CHALRMAN: Some retailers four one 


reason or anotner nave veen allowed to purcnase 
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direct from tne manufacturer at a special rate? 

MR. GORFINKEL: That is right. 

THE CHAIRMAN: And you are saying now that 
the chain stores up to 1953 were placed on the 
basis of a retailer buying direct from tne manufac- 
turer, but that at that time they were put on the 
basis.of the wholesaler buying direct from the 
manufacturer; 

MR. GORFINKEL: Correct. What the reason 
was I cannot say, except outside of giving them a 
dangerous weapon which is working to the detriment 
of the small retailer today. 

we turn now to page 4a; 4a is anotner branch 
of store number 4. 

THE CHAIRMAN: That is the second page 
descrived as "4", and you want it now as 4a. 

MR. GORFINKEL: No; the second page is 
page 4, and the following page is 4a. 

MR.. FAVREAU: There are two pages which are 
nuiiberead "=", 

MR. GORFINKEL: Well, the second one. One 
is called "Stand"; the second one is called 
Necome 

MR. FAVREAU: Yes, and that will bce page 
4a? 

MR. GORFINKEL: 4e. Gentlemen, insofar as 
this particular store is concerned, it was like 
the Charge of tne Light Brigade -- to the left 
of them, to the front of them, oehind them, 


and this store is standing up there as a massive 
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giant -- I hope they are, vecause I happen to head 
that company. 

THE CHAIRMAN: You mean it is surrounded by 
chain stores? 

MR. GORFINKEL: Every chain store that 
operates in the Province of qwueoec nas a oranch 
within a nliock We have cot Steinbergs, A, & 'P., 
L.G.A.3; we have got Steinbergs on this side, and 
one A. & P., and Thrift and Dominion, and another 
Dominion here, and another there -- all around -- 
and a few drug stores. 

THE CHALRMAN: Are any of the others cutting 
prices besides the chain stores? 

MR. GORFINKEL: They follow; a lot of the 
small mercnants followed to hold the customers. The 
small retailers followed in the latter half of 
1953, so we have figures prepared for 1952, 1953 
and the Wirsest five! months: of) 1954. win 2952 to 
For the Wourjriartne ior U5S Sor bOSke that ce up 
to the end of May, because the year for this 
particular store starts in February, showed a 
24% decrease. That is when everybody joined in 
the grand parade. The decrease in retail sales 
for the four months of 1954 in comparison with 
1952, wnicn gives you the overall decrease, is 
fully 39.1%. That is the effect it had on this 
Particuler branches »dnathis anion: store we 
nave otner figures. We are trying to get as 


many as we can because we know the figures we have 
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peen working on in the past two weeks are really 
accurate figures. We are ready to say under oath 
that they are anywhere from 95 to 98% perfect. 
whicn is more than can be voucned for in this 
volume, because the answers the Director got were 
the answers the retailer saw fit to give. Anytning 
Chatewsaidibe ta this diLesdvatareche gust oignored, 
and gave the Commissioner whatever he wanted to 

go ahead and know, but our figures are accurate. 
They are taken from purchase ledgers, and your 
Commision can nave your investigators examine them 
any time. The figures in this particular store, 
which are aosolutely brutal, are 39.1% from 1952 
to 1954. 

Now, this store gives additional figures 
because the cash register in this store indicates 
the customer account in every transaction. 

MR. FAVREAU: That is, the number of sales 

Wy GORPIRABLS ) NO, Sne. number ofr customers, 
because if a man buys a package of cigarettes, 
and he buys a pipe and cnocolate oar, it is 
classed as one customer. 

THE CHAIRMAN: One visit to tne store? 

MR. GORFINKEL: Yes, regardless of whether 
he buys ten commodities. in 1953, in comnarison 
with 1952, they had a decrease in customers of 
22,461 at an average of 82¢ each; tnat is what 
those customers would have spent, taking the 


average we had, if we had not lost them. Taking 
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that, it would give us our 916,000.00 decrease which 
was involved in tne 17.9%. 

In. 1953 to 1954, in the same perlod it 
still continues to ve a decrease oy approximately 
9,000 customers. In other words, in 1953 to 1954+ 
the figures you will note for the four niontns, tne 


decreasenis still continuing over the 1953, to 195¢e 


figures oy tne amount o1 approximately 9,000 


wd 


customers -- 6,85 


to be exact -- at an average 


K« 


of 5O0¢ a customer. The decrease in customers in 
1954 over 1952 for a period of four montns snows 
19,005 customers. In otner words, gentlemen, this 
store 1s punning. at.thne rate, of .©0,000 customers 
lost«per year in. comparison-toxnl7i months ago; and 
60,000 customers av 60O-odd cents is 50,000.00 
anyear. That 18 what: this store is dropping due 
to cut-pricing. We have these figures accurate; 
they migut sound massive, out we have given you 
these figures 50 you can appreciate how badly 

off the small merenant is who is not as efficient 
as we are in trying to sell other mercnandise. 

I mignt say a truer picture of these figures is 
in tne nands of wir. MacDonald. wnicn snows tne 
otner departments of the store. That figure 

was given nim a few weeks apo. 

MR. #AVREAU: Is it possinle to know what 
these sales would mean in terms of actual units 
OL cigaretves solag 

MR. GORPINKEL: If a man comes in ana 


buys a package of cigarettes. he not only buys 


ae 
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a package of cigarettes, he ouys a chocolate var 
or a pound or candy, or “a peckage of razor blades. 

MR. FAVREAU: No, I am not asking that. L 
am just speaking of your figures relating exactly 
to clgarettes. 

MR. GORFINKEL: Very easy; taxing 1952 over 
1953, the decrease is $128,000.00, and if you 
take 22,000 customers, the same percentage at 
37¢ would ove 22,4601 packages of cigarettes -- 
which did nov come into tnat store. It would not 
be other transactions, gentlemen; it would be 
definitely cigarettes. 

MR. FAVREAU: I am thinking in these terms, 
that if the price of cigarettes has gone down, 
it may be tnat there is not such a great differ- 
ence. 

MR. GORFINK&L: If you look at figures 
which don't add up in my opinion, the increase in 
the consumption of cigarettes more than orrsets 
ay aeoreded In price, Where te 2" Levelling off 
point there, so we are not accomplishing anything, 
outside of the Commissioner's remarks that 
there might oe more stores. However, I don't 
think this holds weignt, for the simple reason 
the chain food stores have increased anything 
from 35% in that time. Say there erc more stores 
and sales in tne food pousiness; where is it in 
the tovacco business? 60,000 customers a year 
lost; that is extremely vad. 


THE CHATRMAN: Have you finished With that 


(++ 






in" ey | 
Aa s ee Sine eu a iv a al 7 


atl iittala Sic 
a Ae iy ita Se ana 7 
- ; << - i: ed i. a A a a 








dae JODLNOO Bite! ey erteryenh any (EROE 

ve sqotnestag ouse: oad STMT RD 000,88 sss 
-~ ugtvetegic tc esyeioseg Io#,SS, so oluow 9Tft 
son Binow wt -onoue tsud ical SEOS wom: blb Holdw 


PI ele Gs 4 SORT wv) we he 


ou ‘Bibew. ‘a oneal seen: ‘gene izoReitess orto 80 




















,eeusoteygls VirevlaLieb 
wMnes sued? Gh waianidad ae T >: UARAVAS JAM 

Lawon SHoy ese eesdonsyto ae solaq’ends IL sedd 

, -TTilb Jasty tens fon ef sdsis vens sa yemsgt 
ae ies | By oo Velbae 

eeriyli ss » aot yoy bE AK TROD sAM 

fil sepeioud eng gittians ye al had boa a Hob nolnw 
dens! Ledieadt exom ‘weaieogee to aolsqmenos sit 
tio galifover 2 at eens? .2otTy st egserneh yt 
ete gulsenlquogon JO Ste BH O48 ersiis dniog 


‘ 


sacks exttausets et root asaine9 eae ‘te ‘eblesuc 


— - Sereeeee tha Ione t Se ——— S18ns 
ws ache sttpatic ity 10% wore phoH aide vats 
the i 


worbite yaw beasoiurt ven wercde Boot adds ots’ 
SeHUYE HOU Is HAO HE <euks Sais at HE wor? 
al sh ot exedw jameniave boo't ons wi “eefes “bas 
7894 6 wtsitiodaus 000,08 reesnlane eoosiod ond 
rae be Sonoran \ek'vans eel 

2 aay Aoi Belted stg vat Sato 


; WA) 
} _ 
7 Wie 





1245 


part now? 
MR. GORFINKEL: Yes. 
THE CHAIRMAN: well, I tnink we will take 


a recess. 


---A short recess. 


THE CHALTRMAN: Proceed, Mr. Gorfinkel. 

MR. GORFINKEL: In our preceding pages 
we covered two classes of retailer known as "C" 
and "Bb" accounts, one of which is at 23¢, and one 
at 26.96. 

Now we come to the small man purchasing 
from a joober. 

THE CHALRMAN: You don't call him oy a 
letter? 

MR. GORFINKGL: No, he nas no degrees. 
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or a twelve-month period, and iS a store 
located in downtown Montreal. His decrease in 
purchases from 1952 to 1953 was 15.13%. His de- 
erease for four months from 1953 to 1954 was 
15.09%. His decrease in purchases in 1954 in 
comparison to 1952 is 34.55%. That is a small 
man wno puys rom the joober. 

MR, FAVREAU: Is this still cigarettes? 

MR. GORFINKEL: Part..cularly cigarettes. 

MR. FAVREAU: Is that including oulk 
tobacco, or pipe tovacco? 

MR. GORFINKEL: Cigarettes only; all our 
retail is based on cigarettes. 


THs CHAIRMAN: Tnis particular instance on 
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page 5, dces this retailer handle otner things vce- 
Sides tooacco products? 

MR, GORFINKEL: He is a restauranteur; this 
is his topacco department. 

THE CHAIRMAN: I was tninking nis sales of 
cigarettes would not be high, anyway. 

MR. GORFINK#L: Those are taken from actual 
ledger sneets -- what ne ouys every montn. In 
this particular case tnis restaurant nas shown an 
increase in its restaurant business, but not in 
cigarettes. a block further away there is anotner 
retailer, and it shows you how the figures are 
so mach in line when you think it is a coincidence, 
getting figures that way, wnicn only goes to show 
how accurate our figures are. 

THE CHAIRMAN: Tnis is page 6? 

MR. GORFINKEL: Yes, page 6. The 1953 


purchases in comparison to 1952 showed a 15.243 


1S) 


Gecrease. The same four montns in 1954 in conpari- 
son witn 1953 snowed a continued decrease of 10.04%, 
and the four-montn perioa in comparison with 

1952 to 1954 shows a decrease of 32.31%, which 

is pretty close to the figure of 34.55 on the pre- 
ceding page. 

There is novher small man's account "Known 
as Page No. 7" and Ll asked Mr. Davidson, the 
secretary, to give you all copies. 

THE CHALRMAN: Y.u mean in addition to the 
Dlue-ovacked oriel there are two pages? 


Mn. GORFINKEL: Yes, page 7 I am coming to 
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now. It is the same category of a small retailer 
buying from a jopber. 

THE CHALRMAN: Page / 18 an additional 
page whicn you filed with us this morning in addi- 
tion to the brief which we received earlier? 
‘noo ‘neat 2B right. This 2icvtisc 


retailer. located in tne City of Verdun, snows a 


decrease in 1953 over 1952 of 15.80%. His decrease 
in purchases from 1953 to 1954 for a five-month 
period continues to show 4 decrease of 29.00%. 

His decrease in purchases from 1954 to 1952 snows 

a decrease of 40.90%. he is also feeling tne full 
effect of people in front of him and ovehind him, 
similar to the store we quoted previously at 

394%. 

THe CHAIRMAN: These figures on page 7 are 
for a five-montn period? 

MR. GORFINKEL: That is right. 

MR. FAVREAU: Did you say what kind of 
Store toat was? 

MR. GORFINKEL: A regular small corner 
merchant who sells cigarettes, tobacco, cigars, 
ecnocolate bars, sott drinks, newspapers and 
magazines. 

THe CHAIRMAN: Not general groceries? 

MR. GORFINKEL: Not groceries. I have 
not touched any part of tne grocery business in 
any one of my briefs. They are eitner restaur- 
ants with tooacco counters or small mercnants 


wno are exclusively tovacco. 

















eisgil alam .J 


fh id. nay 4 Aon ni . pve sien 
aoureene al 
ots mares Paar Gee fue > ay eof se 





ew 
he ova ei) gitetyhs eee f 


Pe. a me 





8 enone 





dpankuett & 1O% f og mor? er iat bin 
7 oan Bas on te a ahh 7 Ay 18494 ceas 
(RB .08' 26, ROS oh Bae oe teimtane bolteq 
(ied. Shut > ONO Dalgr Re tion) /say ars us heen a0 
pone aoe os #Qr aceit eousioig wt eesetosb elH 


eka! C=O Ve eee es sup wie = 


Clusters isdn oale el od. ROG.08 to eanetoab 5 


4 ® Lt. OWE ier ite hy (n=) | kee’ OO 4 


rc butdes bus wid To gaoxl G2 eigueg ‘lo toetis 


nf, i j AD ih gine VMN pe ht ‘he CIee Gly 


ae cievotvoug bevoup Sw sieve sis oF rwSslhale 
: < 8 > uy cy 15 As See ae ee is 
—t4 UA . : "2-5 wah ans 

#18..7 ies no pee iert ha er Maia ual 

Se 
abadicne, Ganoa~av4 & “0 

aa te la See 

+ dilate a sseet EAM INAOD fit 
i we tile sites) & DP ioe iam 

To bebn ecm cae oN OG :UAUAVAT JE 
Cattrrcemreva ee imme yt 
) . a wR? aToTe 
: 16¢0es ¥' Gad) ve rel wh 008 

iene ties t8inget A :JBMATEROD 


?-—G: ive: Caney VAAT 4 ee ve Saf ) - qtee 


a ta hd iababtaid ,estieraylo effou anw Jnedo 


laouy © sith ae € weit by Te oe 


bes wregeganea sSlaind ce .em8¢ ssefooons 
1y eNleAD wid oe (4 6) ng, & 

_  beeat - 
hegre apna 





Pasttavory Lerenegy doit a : | 
4074 anole: eG i shud ae wuitt os 


per Carns cee 


i asvatene “19407, se 
5 pai a nae i . ebw, 


Sa ree oe fen is Fab 


ih | 


= 7 aes jel 


thee ee of — 


o ie ae une “ 
ae a aeeres 
marion Poy 7 eae a, maee fe | 













THE CHAIRMAN: Yes, out the instances you 
have given include people who have other business 
at the same location? One runs a restaurant? 

MR. G RFINKEL: That is right. 

THE CHAIRMAN: And one a@ small general 
store‘: 

MR. GORFINKEL: Yes, there are two drug 
Stores wno have a tovacco department, and two 
restaurants. All tne rest are strictly tovacco 
Inercnants. 

THER CHAIRMAN: who nandle nothing but 
cigarettes and tobacco products? 

MR. GORFINKEL: That is right -- pipes, 
and so on. In other words, we nave covered every 
pranch of tovacco. 

MR. FAVREAU: Take, for instance, the last 
one; you say that his tovacco tn his business 
accounts for 07.60% of the sales: 

MR. GORFINKEL: I would go anead and say 


SPN mF ~ NT fa ae OS ee Seeey 5 Wa A ve 
ST BN EES BREA fue average across 


C nada is of, and I took it from tne Government 
figures. 
Following that is a letter from Vancouver 
received on June 5th, 1954, of which a copy 
was given to you. we tried to get figures from 
points where cut-prices were most deploracle. 
THE CHAIRMAN: This is a letter to you? 
MR. GORFINKEL: Just received on Saturday 
from a query Ll sent out. 


THE CHAIRMAN: A Letter aadressed to you? 
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MR. GORFINKEL: Yes. 

THe CHALAMAN: From Vancouver? 

MR. GORPLNKEL: From V nceouver. It shows 
levelling off points, outstanding cut-pricing and 
what happens in the final outcome and now itv 
affects the trade, and they are also actual figures. 
Eo idon't think 1t is necessary to read them; we 


can consider tnem as read because tney are in the 


THE CHALRMAN: well, unless you wisn to 
make some comments. 

MR. GORFINKEL: No, it just suostantiates, 
in Vancouver, exactly what is happening in the 
Province of wuevec generally. The only thing is, 
it does not cover stores which have maintained 
prices. _ It covers. stores) which have been doing 
cutting continuously, and what happens to tneir 
cutting. It picks up more and more people who 
follow the same procedure. There is a levelling 
off point, and a suostantial loss is incurred py 
all concernea. 

THE CHALRMAN;: before you proceed further, 
perhaps you would tell us wnich of tnese accounts 
is wnolly tovacco ousiness? 

MR. GORFINKEL: The first one is a drug 
store --- you mean in Vancouver? 

THE CHATRMAN: No, we are going back to 


Wa 


the ovners:; You have shown some as "C° anda some 


MR. GORFINKEL: N .1 is a drug store. 
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THE CHAIRMAN: "C" account, that is a drug 
store? 

MR. GORFINK2L: Yes, and No. 2 is a drug 
store, No, 35 18 strictly 43 topacco store. 

THE CHAIRMAN: Tovacco products only? 

MR. GURFINKEL: Yes. No. 4 and 4a are 
Strictly tobacce shops, No, 5 16 a tobacco counter 
right at the cashier in a restaurant. 

THE CHAIRMAN: That is a restaurant? 

MR. GORFINKEL: Yes, a restaurant ousiness. 
No. 6 is the same as No. 5, a restaurant. No. 7 
is a small corner tobacco shop. 

THE CHAIRMAN: Small corner store? 

MR. GORFINKEL: A small corner store. 

MR. FAVREAU: A small variety store? 

MR. GORFINKEL: Yes, cnocolate oars, drinks, 


magazines and so on; the majority of the ousiness 


tote 


is tobacco =-- or close to it. 
MR. FAVREAU: A small corner variety store, 
ao 


Siiei ign Cocecse < 


bl cus 
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MR. GORFINKEL: Chiefly tobacco su 
you rind -- you call tnem neignbdournood stores. 

THe CHALRMAN: And page No. 7? 

MR. GORFINKEL: 1 gave you pase No. 7. 
And tnen, a letter from Vancouver. 

MR, PAVREAU: Tnese drug stores, do they 
buy througn collective buying? 

MR. GORPINKEL: These drug stores, tney 
buy from manufacturers; tney ouy from tne manu- 


facturer on tne level of p14.00 a 1,000; 2d¢ a 
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package. 

MR. FAVREAU: Are tnese cnain or individuals? 

MR. GORFLNKEL: Individual stores: One of 
them consists of tnree stores, and one nas one 
store. 

THE CHAIRMAN: They are ootn direct accounts: 

MR. GORFINK#L: Direct accounts on a re- 
tailer basis. Tne reason we have not orougnt 
considerav.ly more -- ana IL tnink we “ave eiougn -- 
of the small accounts is that when you go to a 
bank to do the figures he usually nas everything, 
on @ bill, anda it would taxe us @ month to go 
round and segregate wnat was drinks, and candy, 
and so on. He shows the total sales and the 
total difference, and that is how we arrive at 
the figures. They use tne old-fasnioned poox- 
keeping system. All we wanted to report on was 
figures we could vouch for as being practically 
100% accurate. 

4@ now turn to tne last two pages of our 
figures. One is headed “Confidential Report”, 
and 1 mentioned the reason for that vefore. 

Mn, FAVREAU: Tne last two pages are --- 

MA. GORFINK#L: One is neaded "Coniiden- 
tial Report”. 

MR, GHHIN-LAJOIE: Tnose we had ahead 
of these. 

MR. @AVREAU: On, yes. 

MR. GORFINKEL: I asked you to turn tnem 


over in the brief for future disaussion. This 
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is vased on the purchases, got in the same manner 


as mentioned vefore -- coniidentially -- and is 


of a leading chain store operating in the Province 


1) 


of .ueoec. Tne purchases for one month and a 


Similar month in 1953 -- lyd5e to 1955 --- snowed 


a 179% increase. Tnat includes tne hign point and 


the levelling orf point for a period of twelve 
months. when they were alone in the field it may 
nave oeen considageravly higner; this was 700%, out 
witn competition it boiled down to 179% over a 
twelve-monton period. 

THE CHATRMAN:. That.is on cash purchases? 

MR. GORFINKEL: On casn purchases. 

THm CHAIRMAN: Between 1952 ana 1953 there 
was a reduction in price, was tnere not‘ 

Mn. GORFINKEL: That is rignt. 

THE CHAIRMAN; So the increase in quantity 
of cigarettes would ve more tnan 179%? 

MR. GORFINKEL: That is rigut, and if 179% 
indicates anything, it woula be consideraoly 
more in dollars too. That is more or less what 
you wantea to know velore wnen you were talking 
avout more stores. It Shows you what happens 
when you are facin, the cut-price situation; not 
only the man who is decreasing, out it shows you 
what nappens when nis ousiness goes up due to 
cut-prices. 

The retail sales, plus 22.4%, which 
Would Still stow the same percentage on the 


increase in dollars. To give you an example, 


bese 
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in 1952 tneir sales, in dollars, were $33,213.c4 
in one month. In 1953 it had risen to 92,509.60. 

MR. WHITELEY: What is this percentage’; 

MR. GORFINKEL: If am taiking asout tne pur- 
chases and I am adding on e2s% whicn equals, 
actually, nis cost. 223% on nis purchase equals 
18.30 on his sale. 

MR. WHITHELEY: Where do you derive that 
percentage? 

MR. GORFINKEL: He makes, oy ouying direct 
from the manufacturer, 13.30. The first part 
of the figures shows you his purchases. 

MR. WHITELAY: Is he selling at tne cut- 
price: 

MR. GORFINKEL: “No, tne first item is pur- 
chases. To arrive at his total dollar value we 
add on 22.4%. 

MR. wWHITELEY: Ic tnat based on the cut- 
price? 

MR, GOnPLINKEL: No, that is based on the 
normal mark-up. 

Mr. WHITELZY: was he selling at norinal 
nark-up? 

MR. GORFINKEL: No, but we will come to 
chav. 

THe CHALRMAN: I. he had sold at 33¢ a 
package --- 

MR. GURFINKEL: 33¢ vasic, which is the 
normal price. 


THe CHAInMAN: --- ne would have nad 22.4% 
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gross profit? 

MR. GORFINKEL: It aoes not alter tne final 
percentage figure, oecause 22.4 added on wives you 
the oasis at a 33¢ level, and I am discussing this 
on that oasis. Cut-price existed in this store and 
he showed 179% increase on the cut-price level. 

THE CHATRMAN: Is this the store which -your 
orief referred to earlier as naving a mark-up, wnen 
selling at. cut-prices, of .7%? 

Mas GORPINKELS ) fs .bhaw is right. All we 
have to do in the end to tnis figure is. suotract 
the difference percentage-wise, whicn will give you 
in a minute -- we will nave those figures in a 
moment, sir <- owt in any case it shows 179% in- 
crease, which is approximately $50,000.00. On 
p33,000.00 he shows a 50,000.00 increase. In 
any Gas?e, itevrings,it upptesael/Gx.anereage in 
dollars. 

THE CHAIRMAN; If in 1953 ne nad sold at 
33¢ tnat would ce true -- as it waa in 1952. 

MR. GORFLNKEL: No, no; 1952/1953, the 


figures are accurate. 


hb 


THE CHALRMAN: . Yes, but not in 1953 if you 
are taking tne mark-up as 22.4%. Is tnat what 
you mean, tnat he would nave oceen selling atv 

33¢ a package and if he nad done tnavt. then his 
total selling price would ve 92,3809 and he would 
have nad an increase of 59,000. 


MR. GORFINKEL: Yes, that is the figure, 
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THE CHAIRMAN: But if he had sold at 29.30¢ 
a package, wiile tne volume of cigarettes mignt 


ve, Say, at 179%, the return in casn to nim would 


MR. GORPINKEDL: . Snat 2617 wi bramari ly, 
what we are interested in is the increase in tne 
numper of cigarettes he is selling. because the 
Gollar volume takes care of itself. It has really 
no oearing, oecause he nas taken away a 17/9% in- 
crease from the small retailer. 

THE CHAIRMAN: Yes, but you show him rirst 
making a much oigzer profit. 

MR. GORPINKEL:.. Yes..that,.is correct. 
Leave the pottom figures out, and just take the 
top figures until we get tnem corrected, and that 
will show you that it still snows 179% increase 
in sales, vecause nis purecnases were 27,000 in 
1952, and in 1953 they were 75.000. He nad an 
increase in purchases of $45,000.00, which is 
tne equivalent of 179%; I am talking of purchases. 
we will give you the retail fisure on nere. 

THE CHAIRMAN; If you take into account 
the reduction in tne price of cigarettes, the 
increase in some periods of 1953 indicated on 
this increase would ve suostantially more tnan 
BW AS he 

MR. GORFINK#L;: Consideraoly more tnan 
179, yes. 

THE CHAIRMAN: Iv would ve anotner 10% or 
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MRurGORFENKEL: «Phat is right: ‘By the 
same token tne price or cigarettes -- tne top part 
woulddfinitely oe considerauly nigner, and in 
tne lower part tnere would ove a change in dollars 
due to his cut-price mevnod of selling tnem. 
Base’ on a gross profit of 7%, tnat he is making 
today, tnat last figure would read, “Retail Sales, 
1952, $33,213.24: Retail Sales, 1953, $61,534.00" 

THE CHAIRMAN: That is assuming tne ey¢ 
price tnroughout the year? 

MR. GORFINKaL: Yes, and instead olf tne 
last figure being 59,596, it is 43,321. 

Ma. FAVREAU: what are tne 1ly52 sales? 

MR. GORFINKEL: Tne 1952 sales were 
$ione ba het cane (h61.5340600 1 neto53. 

THE CHATRMAN: This last figure is partly 
an estimate, because it may not be correct that 
cney Sold av ey¢ tnrougnout the wnole year? 

MR» eGORFINKEL: Pardon més this is for a 
one-montn pe iod, and 1 took the month whicn is 
the levelling -of f month; LIatook the month.of 
Decemoer, 1953, which is only six months ago, 
in comparison to the month of Decembver. 1952. 

THE CHAIRMAN: It is tne month of Decemoer? 

Mn. GORFINKEL: Yes. Gentlemen, we now 
turn to the final paze of the figures, and 
Wille I was in Ottawa there seemed to ve a dis- 
cussion going on as to what is tne actual over- 
nead of the chain food stores. I, ‘therefore, 


took weaSures to ~et half a aozen or more of tne 
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recent fourtn Annual Report ot one of Canada's 
leading cnain stores who operate approximately 
195 stores in Ontario, Quedec, Néw Brunswick, and 
possioly otner parts of the Maritimes. I think 
it is Pour cor-five Gistricts, in any case. 

“1 turn to the centre of tne ovook, known 
as page N.. 10 -- there is no actual numoer. 

MR. FAVREAU: How is it indexed? 

MR. GORFINKEL: In tne middle you will find 
page 9, and then turn over one. out there doves 
not happen to ve a numoer on it. we will compare 
it with our sheet; in other words, tnisS book was 
Bot after the report was sent to tne Commission 
in Ottawa at the last minute, and we added in 
from’ this vox the 53 which made tne 7tn page. 
Actually, this oook covers a ten-year period. we 
have left nothing undone to portray our dirficulties 
in an accurate manner. We will take the lower 
part of that page and we will compare it with the 
page in our orlef and we will consider tne basis 
of our figures with tnis page where it was taxen 
trom. s¢tween the year 1944 and the year 1954 
che “overciead ranged from Poy to Pe45. Baat 
is Sor che ‘perrod of Foss), “ER we Pook wider 
tne heading "1948", wuich is the lowest opera- 
ting they nad in tnis chain, tneir overnead was 
11.5. YOu will look at our own sheet, whicn is 
a copy of it, and it gives it to you. 

TH® CHALHMAN; I am not certain wnat you 


are referring to, “Le this’ on page 10? 
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MR. GORPINKEL: On paze 9 of our sheet. 


ot 


THE CHAIRMAN: That 18 page 10 of the 5ook 
MR. GORFINKEL: Yes, tnat is right; tnat is 
where we gov our figures from. 
THE, CHAIRMAN: 0 J am trying to adentif, 
what you are referring to on their balance sheet. 
MR. GORFLINKSL: This comparative stavement 
of income and expenaiture. 


MR. WHITELEY: These two statements are 


MR. GORFINKEL: That is rignt. 

MR. whHLITHLEY: Tnere are no percentage 
figures? 

MR. GORPINKEL: No, but tne page I have 
%3O0C KNOWN as page Y in our orlef ocreaks it down, 
We have drought this statement along to suvstan- 
tlate. our figures. You will recall the last two 
pages, © and 9, IT asked you to turn, tnem, over 
until tne end; tne page following ‘Conridential 
Report". 


The CHALRMAN: dust to fet this clear for 


i) 


our purposes. 1 am going to take this pook of 
Statements from the enain store which you nave 
filed with us, and we will mark it exnioit M-1. 
it includes tne judgments from the otner chain 
Stores teo. 

Mr. GORPLNKeL: Yes, I didn't have any 
copies .of, that; it is taken out of this morning's 


paper and we attacned then. 


---~4xXNLvit M-1l: pook of statements. 
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MR. GORFINKEL: I tnink the Commissioner 
will find a lot more useful information in it as 
you cover the country. Looking at our page N . 9 
we find tnat tne overhead was atv the lowest ebbd 
in tne seven-year period at 11.5% under the year 
19435; and the year ending 1953 it was 12.45%. 

MR. ®AVREAU: what would oe tne nighest: 

Mi. GORFINMELA. 12.45., 

THE CHALRMAN: 1953 was the year was tne 


year in wnich they had the highest percentage on 


MR. GORFINKEL: That is rignt. os lling 
cizarettes at 29¢ a package, which is tne pre- 
vailing price in the cnain, against a cost of 
26.90¢ a package, they snow a gross profit per 
package. of. 2.O04¢4. 8 Erosss profit. of f%, or a 
shade over. Based against overheads of 12.45, 
which is tne high figure, for tne past year. and in 


Cigarettes, were cut, against the. 7# over- 


zy 
F 

qQ 
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nead, they are not earning, tneir overhead vy 5.45%. 

THA ChALHMAN: You mean to say the over- 
nead was 12.457 

MR, GORFINK#L: Yes, ana he sold cizar- 
ettes,on a. 7% basis, aceinst. a 12.45 overhead. 

In othor words, 

they nad not made their overnead, and we call 
it a loss-leader, oecause you certainly cannot 
Stay in ousiness if you do not make your overhead, 


and, as we previously mentioned, if they sold 


Jif of tneir products on the saiuie oasis they would 
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be pankrupt, and on that, gentlemen, we rest our 
case. We are open for any questioning. At this 
moment I mignt say tnere was a little inquiry 

made oy tne gentlemen in regard to what a wnole- 
saler and revailer 135 “Ande “Aone “know PP ol made 
myself avosolutely clear, out if you do want to 
¢lear it up, the interpretation of retailer/whole- 
saler, our auditor, who helped us get these 
figures “vo your attention; "Mr. Ceri Dineserg; will 
be only too glad to give you the information. 

IL might ad@, due to the emergency, in my 
appeal to ove made at Ottawa, what are the powers 
of this Commission in recommending that emergency 
measures be taken so as to benefit the majority 
of the retailers by your findings, because’ they 

cannot 
certainly,exist, gentlemen, until some time at 
the end of the" year or the Spring’ “You*carnnot 
keep on kiting indefinitely; the old Ponsi scheme 
catches*up with you. As far as our company is 
concerned, our ethics in the tobacco business 
have been for price maintenance at the manufac- 
turer's’ suggested level -=‘that is; as of today 
-- and as quick as we can get a ruling as to 
what can be done, that is just practically how 
long we can keep on with the Same business tac- 
tics that we have employed in the past -- but 
we might nave to change our tactics. Our com- 
pany cannot stand still. Pending your findings, 
and while presenting this orief, we have held 


the line. We have suffered to the point of 394 
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im oné location and 27% in. another. Let the cards 
fall where they may, we cannot go anead and dissi- 
pate’ the’ assets ‘ofour creditors, and we certainly 
do not intend to dissipate wnat has stood for 
twenty-five years, in obuilding up, under present 
conditions. .If we have to jump into the parade, 
we will have to jump in. I know the small retailers 
cannot, and we don't want to. What you will 
recommend on oenalf of the small retailers is of 
great importance because, as I said oefore, from 
May to December is a long, long time, and it is 

an old tune that the song was written to. We have 
to have some encouragement for wnat can be done 
for these small retailers. Thank you, gentlemen. 

THE CHAIRMAN: Is there any other member 
of the delegation who wisnes to add anything? 

MR. GORFINKEL: Ir you wish to question, 
there is Mr. Veilleux from a small store, and he 
has been sufierine,wery badly. 

MR, VEILLEUX: I have oeen in business since 
after the war. I ama veteran. I came back from 
overseas and I put all my gratuity and all my 
re-establishment credit in the business. I was 
disabled. I have worked for eight years without 
a break sino Holigays: andemo Sundayseorinrs ean 
never afford: to be sick, or go for a holiday. 

I stick to my joo. My wife and I have to hire 
employees to help us sometimes, but lately I 
had to dismiss them because I could not afford 


to keep them. We have got to think of our daily 
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pread first. It wasn't too vad until last summer, 
and last Septemoer when the Thrift came into my 
district; they were the first ones to start this, 
and everybody else followed. 

THE CHALRMAN: when was that? 

MR, VEILLEUX: September, 1953. Of course, 
there were two other groceries in my neighbourhood; 
they followed. I stuck to my own end of it and 
kL have lost an awful lot of business, and the 
an think I am a crook, and they think I am 
not modern to follow up the trend. It is my daily 
Yread,@and 2 cannot’ 2go°%on Like’ this: 

MR, FAVREAU: What price was Thrift selling 
at? 

MR. VEILLEUX: 33¢. 

MR. PAVREAU; And you? 

MR, “VEILLEUX: - L-am still selling at 37; 
Which i¢\.the regular price. 

THE CHAIRMAN: 33¢ including the Quebec tax? 

MR. VEILLEUX: Yes. 

THE CHAIRMAN: 29¢ plus the 4¢ Quebec tax? 

MR. VEILLEUX: Yes, that makes 37 (sic). 

THE CHALRMAN: Thrift was selling at 29 
plus tax? 

) MR PVGELLHUA 2 Yess S33¢. They are subject 
to the ax aswell as Dam. it-nieans that if I 
want to save one cent on a carton of cigarettes 

I can go and ouy from them instead of the 
yobbers; 1 would get it 1g cneaper than from the 
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MR. FAVREAU: How mucn do you pay for your 
cigarettes? 

MR. VEILLEUX: From the jobver? 

MR. GORFINKEL: 92.91 plus 40¢ a carton -- 
for every ten packages -- whicn is 29.1¢. plus 4¢ 
@ueoec tax. 

THE CHAIRMAN: In other words you pay 
$3.31. and you could buy the same ten packages for 
p3.30? 

Ma. VELLLEUK: Yes, that is 1t; I could save 
lg by buying Prom.sgne retailer chain store, and I 
would save money, instead or buying them from the 
jobvoer, 

MR, FAVREAU: How much does Tnrift pay? 

MR. VEILLEUX: Any of the chain stores pay 
26.96 plus 4¢. 

MR, FAVREAU: 30.96% 

MR. VELLLEUX: 30.96, and they sell for 33¢. 

THE CHALTRMAN: what Mr. Veilleux's state- 
ment just now means is that the cnain store re- 
tail price is 1¢ on 1C packages lower than he as 
a retailer pays to the jobber. 

MR. GORFINKEL:» Yes... I.said.that if. the 
retailer had to meet this competition he would 
lose 1/10 of 1¢ per package. 

MR. VEILLEUX: This kind of situation 
cannot.go-on. Lam facing the future, and whether 
L»~haveeto close or not I don't know. I am de- 
pending on the outcome of this. Ll am hanging 


on.hoping: for the. vest, and if nothing is done I 
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will have to join the ranks of the loafers or the 
tramps. I cannot 20 to work, for anybody else; 1 
am a disaoled man. 

THE CHAIRMAN: Because of the situation that 
Thrift can sell at 33 and still make 2.04 per 
package? 

MR. GORFINKEL: Yes, tnat is 2.04 per pack- 
age. 

MR. FAVREAU: wnereas Mr. Veilleux woulda 
gee dy/shOr ois ig? 

MRiweGORFINKEL:. That isy right... Phatids 
more or less an answer to that question before, how 
the, chain, stones, buy. 

THE CHAIRMAN: Mr. Veilleux, do you handle 
other things? 

MR. VEILLEUX: Magazines, newspapers, cigar- 
GULEByw Lobacce, Cigars, chocolate and>candy, and 
of course. every Little store. dike’ mine: has: a) Little 
ice cream cooler; we sell ice cream. You know, 
all. tnose things have .a very small profit. It is 
a fixed price -- the magazine prices are marked 
on. We cannot make it; up on meat or vegetables. 

MR. FAVREAU: You are complaining that the 
chain stores are selling at lower prices than 
you and this is competition whicn you cannot 
meet: li you were allowed to ouy at the same 
price as the cnain stores, would that solve your 
proolem? 

MR. VELLLEUX: I would still make the 


same profit. It is very much discrimination, and 
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it has given rise to the situation today. why 
favour the price for one, and have another price 
for somebody else, and another price for somevody 
else -- why? I mean, the whole thing, as I see 
Lt, 28 TMotnine vuL dLecrininatron. 

MR. GORFINKEL: I wonder what the chain 
store price would be if this man could buy on tne 
same basis? We must bear in mind that if every 
small individual merchant could ouy the same as 
the Thrift-Stores, where he only acquires a week's 
supply. and he has not got any money, how is he 
going to puy from tne manufacturer? If he could 
get it in’ broken quantities the overhead would be 
SOV tiie Lt Would Paise” his” prec by 254." in other 
words, Thrift buys in case lots, and Mr. Veilleux 
buys 3 or 4 or 5 cartons of each brand, and the 
following week he buys them again, not only because 
he has not got money, out cigarettes are a perish- 
able article and Unless they are turned over fresh 
they are no good. The chain stores turn over their 
stock approximately twenty-six times a year. 

That 18 why tne jobber services the small store; 
he turns the stock over approximately fifty-two 
times a year. If he did not do that you would 

nave sawdust and not tobacco in the cigarettes. 

MR. VELLLEUX: JI think the whole thing is 
really unfair, gentlemen. The way it was before, 
we had a very small profit out we were contented 
with it because we had @ big volume. fveryvody 


waS happy; novody was kicking, and the profit was 
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very small; why have we left tnat? The old way was 
the oest way, and today it is cnaos all over the 
place. They should have left it the way it was. 

I think it was the vest way. 

MR. GERIN-LAJOI#: I would like to put a 
few questions to Mr. Veilleux. Mr. Veilleux, 
could*you’tell us if there are other variety stores 
like yours in the immediate surroundings? 

MR, VEILLEUX: Yes; the Thrift opened up 
and they sell groceries; and naturally, there 
were two other grocery stores in the neighbourhood, 
and they followed up. 

MR. GERIN-LAJOIE: Yes, bout are there any 
cigar or variety stores selling only cigarettes 
and ice cream and candy? 

MR: VELLDEUX: Yes; "there 18 another one. 

H. does exactly like me -- he maintains his price, 
and he is paying $100.00 rent a month. 

MR. GHERIN-LAJOIE: Are there any drug stores 
around? 

MR. VEILLEUX: Yes, there are. As a matter 
of fact; tCherée-“is Melrose Drug Store next to 
Thrift, and he followed up. There is also a 
pharmacy facing me, and they followed up. 

THH CHAIRMAN: They followed Thrift also? 

MR. VEILLEUX: Yes. 

THR CHATRMAN: Do you mean tney actually 
sell in order to compete with Thrift at a price 
tnat is a little below what they have to pay? 


MR. VEILLEUX: Tney are selling lower than 
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what I am ouying. 

THE CHALRMAN: eee are buying at the 
same price as you are? 

Maw VeluueuUas Yes: they seil a carton for 
$5250; nd Jam paving ror that 23.31. 

THE CHAIRMAN: And these drug stores, do 
they pay 23,31 and sell for $3.30? 

MR. VEILLEUX: I don't know. Some stores 
are joined together in an association -- a co- 
operative. They buy on a kind of co-operative 
basis, and i dom't think they have jobbers’ prices. 
I would be surprised if they do; but they have 
probaoly a oetter price than me, anyway. 

MR. FAVREAU: Are there a few establishments 
with buying systems? 

MR. GORFINKEL: There is the odd one -- I.D.A. 

MR. FAVREAU: 1.D.A. is. the drug store? 

MR. GORFINKEL: Yes. 

MR. VEILLEUX: They probdaoly have a "c" 
account, or something like that, as far as I can 
make out. 

MR, GERIN-LAJOLE: In what year did you 
Start business? 

MR, VELLLEUX: 1947. 

MR. GERIN-LAJOLE: At that time was there 
any greater number of small stores like yours 
in the immediate surroundings? 

MR. VEILLEUX: No, I happened to go there; 

I was the first one for quite a while -- for 
three years; it was a brand new district -- 


it was a field. So, I settled there, making a 
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lot of sacrifices for the first three years waiting 
for the people to come and settle there. Now the 
disstrict.isibuilt up Thrift zcomes around and 

takes the bulk of all my ousiness today. 

MR. GERIN-LAJOLH: when you started business 
Gid you say that you were the first one -- you 
were the first variety store to settle there? 

MR. VELLLEUX: No, there was one estab- 
lished; it was there all during the war. I was 
the second one, but I started three streets velow 
that; it was still a field, and very few houses. 

I grew up with the district. 

MR. GERIN-LAJOLE: Do you know if there has 
beenrany bankruptcy of stores around your place? 

MR. VEILLEUX: Not much, bout in Beurling 
Avenue there has been a shoe store and many stores 
gone vankrupt. 

MR, GERIN-LAJOIE: What type of stores? 

MR, VELLLEUX: Shoe stores. 

MR. GERIN-LAJOIE: But no stores selling 
cigarettes? 

MR. VEILLEUX: No. 

MR. GERIN-LAJOLE: Well, having cigarettes 
as one of their main commodities? 

MR¢ VELLLEUX:. The next one iafter me 
opened up just after the New Year, and that is 
only four months ago. Nobody knows his condition. 
I don't know, but if he is paying $185.00 a month, 
and if he does not sell any cigarettes, everybody 


can imagine what is going to happen. 
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THE CHAIRMAN: You say, "The next one after 
me"; do you mean tne other variety store in the 
same district? 

MR, VELLLEUX: I would say there would be 
about: five sarects, inthe district, and. there are 
three tobacconists in all that, and all the rest 
are drug stores and grocery stores, and one chain 
gstore. 

THE CHALRMAN: All on Bannantyne? 

MR, VEILLEUX: No, there is Beurling Avenue 
and Bannantyne; four grocery stores and three 
tobacconists. 

MR. FAVREAU: Among these three tobacconists 
there is one which has just been established? 

MR. VEILLEUX: He opened up after the New 
year. 

MR. FAVREAU: This year? 

MR. VEILLEUX: I don't know his situation. 

THE CHAIRMAN: He was a bit of an optimist 
to open up with this business going on. 

MR. VEILLEUX: well, everybody hopes for 
the best. 

MR. GERIN-LAJOIE: Have you got any 
figures regarding the number of cigarettes sold 
in your store, apart from the dollar figures 
sSuomitted? 

MR. VEILLEUX: Yes, I think I gave that to 
Mr. Gorfinkel. 

MR. GORFINKEL: Yes, but I went for dol- 


lars, and I took an extract of the dollars; but 
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he has got his figures to show how many packages. 
I did not think you would want that. 

MR. VELLLEUX: The figure that gives you 
the real actual one is taken from the book. 

MR. G@RIN-LAJOLE: Could we get those 
figures this afternoon? 

MR. VELLLBUX: You could get them from Mr. 
Gorfrinkel. 

MR. GORFINKEL: We have got those actual 
figures. 

MR. GERIN-LAJOLE: In your statement when 
you mentioned the decrease in purchases from 195e 
to 1953, is it to the end of 1953? 

MR. VEILLEUX: No, we took a six-month 
period in €Very year aS a comparison. As I said 
before, the Thriftt-Store opened up ih September, 
so I took out the period from September up to 
February of every year making six montns to show 
a comparison. It is no use taking the whole year. 
It would take days and days to do that. JI took 
six months. 

MR. GERIN-LAJOLE: From September to tne 
end of February? 

MR. VEILLEUX: I took five months; september, 
October, Novemoer, December and January. 

MR. GERIN-LAJOLE: Because I am wondering 
if the opening of the new store in your immed- 
iate surroundings could account for part of the 


most recent decline in your sales? 
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MR. VEILLEUX: I will say Thrift-Store 
started the whole thing rolling; I am the victim 
of the whole thing; the other stores followed up. 

MR. GERIN-LAJOIE: I think it would be of 
interest to the Commission to have the figures of 
the decrease in the volume of cigarettes themselves. 

MR. GORFINKEL: I will have the-figures this 
afternoon. I can give you the figures for the 
last five months, and the new store might come in 
there, 

THE CHAIRMAN: Do you know if the new store 
sells at the same price as Thrift or at the price 
you sell at? 

MR. VEILLEUX: The new one sells at my price. 

THE CHAIRMAN: 37¢? 

MR. VELLLEUX:* ~ Yes," he could not’do any 
better than that. 

MR. GORFINKEL: How far is the new store 
from your store? 

MR. VEILLEUX: Two blocks; it is on Beurling. 

MR, GORFINKEL: What street are you on? 

MR. VEILLEUX: Bannantyne. 

MR. GORFINKEL: What street is he on? 

MR.VEILLEUX: Beurling, but it is the same 
street -- the corner of Rolland; I am at the 
corner of Rolland and Bannantyne, and it is too 
far away to affect me. He is serving a district 
which is way up. 

MR. GERIN-LAJOIE: I have no more questions, 


thank you. 
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THE CHAIRMAN: It is now a quarter to one, 
and I rather think that Mr. Lajoie will want to 
ask a number of question of Mr. Gorfinkel, so Ll 


think we will adjourn now until 2.15. 
~--The hearing adjourned at 12.45 until 2.15 p.m. 


~--On resuming at 2.25 p.m. 


THE CHAIRMAN: we will resume, gentlemen. 

MR. GORFLNKEL. . First,.of all, here are the 
figures you asked for on cigarette packages from 
Mr. Veilleux this morning. 

MR. GERIN-LAJOIE: Mr. Veilleux is not here 
this pias 

MR. GORPINKEL, No, he left his wife in. the 
store and he had to,go back, to relieve her. 

THE CHAIRMAN: Before you start questioning, 
Me. Hajole.. did wou sfiderthis ‘document with us? 

MR. GORFINKEL: No, I want a copy made of 
Doe WOULG) VOU want. WCopy <Or Lt? 

MR. GERIN-LAJOLE: I would like to put ques- 
tions avout that document. 

THE CHAIRMAN: I was wondering why you 
presented it? 

the figures 

MR. GORFINKEL;: I mentioned,to you, gentle- 
men, because you were marking them down and I 
thought perhaps you did not get them accurately. 
I could file anotner one. 

THE CHALRMAN: I think we would like to have 


it; it has been used for information. 
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MR. GORFINKEL: well, I will have three photo- 
static copies made of it. 

MR y GERIN-LAJOLE> Mr. Gorfinkel, you.are 
exhioiting a statement of sales of cigarettes made 
by Mr. Vellleux during the years 1952, 1953 and 
1954; could you explain oriefly how this document 
reads? 

MR. GORFINKEL: Five months; August, Septem- 
ber, October, November and Decemver. 

MR. GERIN-LAJOLE:- I see there 1s a column 
with the dates? 

MR. GORFINKEL: And the purchases. 

MR. GERIN LAJOIE: The second column shows 
purchases? 


MR. GORFINKEL: No, the first column shows 


the dates. The second column shows, I imagine, 
the number of bills -- the wholesaler's number of 
his bilber-sulBabhl eNo.. #64064 .6498." 


MR. GERIN-LAJOIE: And the third column? 
Where do you read the sales? 

MR, GORFINKEL: Over here in the last column; 
those are in dollars. 

MR. GHERIN-LAJOIE: And the number of pack- 
ages or the number of cigarettes? 

MR. GORFINKEL: Rignt here (indicating). 

MR. GERIN LAJOIE: The fourth column? 

MR. GORFINKEL: Yes, total amount of cigar- 
ettes. 

MR. GERIN-LAJOIE: Cigarettes or packages? 


MR. GORFINKEL: 12,000 -- that would be 
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cigarettes. 

MR. GERIN-LAJOIE: So for the five months 
covered in 1952 the numoer of cigarettes sold would 
be 523,350, and for 1953 495,730, and for 1954 
3316200: ednmontier dirdt we worthwhile filing 
this document? Mr. Veilleux is not nére to explain 
as 

Maas GORPINKEIT::.. Hies dollar value, is. here 
though; you can very easily estimate it if you 
want to get a figure by quantity, at 33¢ a package. 

THEy CHALRMAN:saeWell, we will file it and do 
whateverwe can with it. 

MR. GERLN-LAJOILE: hile rleht «this. docu- 
ment will be Exhibit M-e. 


THE CHAIRMAN: M-2, yes. 


---EXHIBIT M-2: Statement of Mr. Veilleux. 


THE CHAIRMAN: This is a document bearing 
date 195e;, addresss Rolland, corner of Bannantyne, 
consisting of eight sheets of figures. It is 
filed as Exhibit M-2. 

MR. GERIN-LAJOLE: And this document re- 
fers to the statement appearing on page 7 of the 
annex of the brief presented by tne Quebec 
Reteadid) Tobacco: Association; that de: right? 

MR. GORFINKEL: A to dollars and cents 
on our brief. we didn't check the cigarettes; 
we just took the dollar value. 

MR. GERIN-LAJOIE: with reference to your 


brief submitted tnis morning, could you tell the 
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Commission how your Association is constituted? 

MR. GORFINKEL: It was founded in 1932. 
The secretary at that time was a gentleman of 
distinction today, The Honourable Paul Dozois, 
who is connected with the Executive of tne City 
of Montreal. 

MR, GERIN LAJOLE: ITs it incorporated? 

MR. GORFINKEL: No, just a body collected 
of members. 

MR. GERIN-LAJOLE: Have you got regulations 
or a private charter? 

MR. GORFINKEL: No. 

MR. GERIN-LAJOIE: Have you got a list of 
membership? 

MR. GORFINKEL:. Well, as recent as May 20th 
Ll requested from the Minister of Justice that he 
return to us a list of members; I did not ask for 
paid-up members -- memoers we presented to him 
which would cover aoout 2,500 names. 

MR. GERIN-LAJOLE: But you have not got 
any regular membersnip with a membership list? 

MR, GORFINKEL: No. The reason for that 
is that in 1932, when the situation was very 
deploraple due to the little card inserts, the 
Retail Association was formed, and then the 
tobacco joobers! association was formed, and they 
undertook to do all the work on behalf of the 
small retailers and watched the trade and 
policed the trade for the good and welfare of 


all the small merchants concerned. So we figured 
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there was no reason for having an overlapping oody 
doing the same work at the same time. 

MR. GERIN-LAJOIE: I notice grave. desig- 
nated as the Honorary President of the Association, 
and that your brief is signed by Mr. Paul Dorion: 
May I ask if you have any election of officers in 
your Association? 

MR. GORFINKEL: From time to time; we have 
not met in the last 15 years previous to this past 
Fall; we have had no elections whatsoever, and 
everybody served in an honorary capacity. 

MR. GERIN-LAJOIE: Did you say you had a 
meeting last Fall? 

MR. GORPINKEL® Last Fall; the first meeting, 
and the following meetings took place in February 
of this year. 

MR, GERIN-LAJOLE: Did you hold elections 
at that time? 

MR. GORFINKEL: We turned round and appoin- 
ted an executive board. 

MR. GERIN-LAJOILE: You have not got any fee, 
of course, to be mempers? 

MR. GORFINKEL: No, we go around collecting 
as our bills accumulate; as a matter of fact, 
quite a few have accumulated in the past couple 
of months. 

MR. GERIN-LAJOLE: May I ask you, how was 
this orief adopted -- oy what group of persons? 

MR. GORFINKEL: Yes; it is adopted oy the 


secretary, the Honorary President, the President and 
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one of the executive. It had its final approval 
last Thursday afternoon at 3.00 o'clock. 

MR, GERIN-LAJOLE: By tnat group of officers? 

MR. GORFINKEL: Yes, on behalf of the re- 
tallers in the Frovince. 

MR. GERIN-LAJOIE: How many retailers did 
you mention there were in the retail tobacco? 

MR. GORFINKEL: There are approximately 
27,000 retail outlets in the Province of Quebec 
exclusive of chain stores, which we have not taken 
LA0tO Consideration av all. 

MR. GERIN-LAJOLE: Now, could you tell the 
Commission, or are you in a position to tell the 
Commission, how many of these outlets deal ex- 
clusively With tobacco products -- or, including 
magazines and candles; 

MR. GORFINKEL: I would go ahead and say 
conservatively -- this is off the record -- from 
my experience in the Province I would say 33 1/3% 
are little corner stores. 

MR. GERIN-LAJOLE: You have not got the 
list of districts? 

MR. GORFINKEL: No, I don't think anybody 
has, but I can say they represent, previous to 
1953, 85% of the tobacco sold in the Province of 
Quebdec, 

MR. GERIN-LAJOIE: At page 209 of the 
Director's Report of the Commission we find a 
list of the several types of outlets for tobacco 


products; would you nave any reason to question 
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the information given at that page, snowing parti- 
cularly the percentage of sales? 

MR, GORFINKEL: No. 

MR. GERIN-LAJOLE: Of cigarettes made by 
the several types of stores? 

MR. GORFINKEL: No, I would have no reason 
to question that. I have taken extracts of tnat 
in my orief where I claimed that 07% of tne tovacco 
is sold in stores and tobacco stands. 

THE CHAIRMAN: You mean 607% is sold in 
stores and topacco stands; who sells the other 
33%? 

MR. GORFINKEL: Fruit markets, vegetable 
markets, drug stores and restaurants. 

THE CHALRMAN: Including the chain stores? 

MRBCRORBINKEL: waNo. ~nosathe chain store 
CCOMeSMUNndern Lhe! grocery ccaclecory wand, obher words, 
sobacCcoustands represent, a-majority, like.Mr. 
Veilleux explained this morning -- cnocolate bars, 
drinks and magzines. 

THE CHALTRMAN: Do the chain stores come 
in the 33%? 

MR, GORPINKEL: May I have a look at that 
(indicating)? 

MR, GERIN-LAJOI£: You will see that this 
page does not show the numoer or proportion of 
outlets selling tobacco products, but it shows 
that tooacco stores and stands do 67% of their 
sales exclusively in the tovacco products. 


MR. GORFINKEL: No, I don't think that is 
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meant to be advanced exclusively as tooacco products. 
That is based on 100% of the sales of tobacco; 67% 
of the sales are sold in tobacco stores and stands, 
such as Mr. Veilleux said this morning, and stores 
which sell smokers' articles and smokers! acces- 
sories. I think that is what that is meant to 
convey. 

MR. GERIN-LAJOIE: If you read the first 
paragraph, the first full paragraph at page 209, 
it says, "The relative importance of aioe of 
Cigars, Cigaretves, and tobacco in the sales of 
various types of retailers 18 indicated approxi- 
mately by tne percentage which such sales con- 
StLuuve of the toval sales of the retail division 
in question". 

ME. GORPINKED: That is right. 

MR. GERIN-LAJOIE: So 67.6% represents the 
percentage of tobacco, products sold .out of the 
total sales by tobacco stores and stands? 

MR. GORFINKEL: What was your first question 
previous to this,one -- that is correct; 67% of 
sales show in any individual store, such as the 
store we heard avout this morning, tnat they con- 
sist of cigarettes and tobacco products -- cigar- 
eCles and Tobaces.. 

MR. GERIN-LAJOLE: Now, I am showing to 
you, Mr. Gorfinkel, an extract from the publica- 
tion "The Maritime Merchant", showing that in the 
United States the proportion or percentage of 


cigarettes, cigars. and topacco products sold in 
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cigar stores and stands was 12.1% of the total 
tobacco sales in the United States: Do you have 
any reason to believe that the situation is dif- 
ferent in Canada? 

MR. GORFINKEL: Yes, there is quite a lot 
of difference. My report tells you what happened 
to the retailers some few years ago, and today they 
are exterminated; there is no question. That is 
what is going to happen here in time. 

MR. GERIN-LAJOL#: Turning to the text of 
your orief and looking at page 3, "we may ask, 
here, whether the retail mark-up on tobacco pro- 
ducts ever has been excessive, even during price 
maiatenance’ days?.s The answer, of course; is ‘no', 
and it can be proven py the prices that prevailed 
in the trade.” 

The mark-up at that time, if I read your 
figures well, was 18% on cost, while today it is 
13% on cost. Would you mean that the mark-up 
today is unreasonably low? 

MR. GORFINKEL: Yes. 

MR. GERIN-LAJOIE: what would be your fac- 
tors for determining wnether the mark-up is ex- 
CESS VOW oraks low; for tanwiair? 

MR. GORFPINKEL: Well, every branch of the 
industry has increased; manufacturers! products 
have gone up, wages have gone up, and rents; 
at that time we had price maintenance -- it was 
no problem. The small retailer in those days 


made 15.3 on selling, in 1939. Now, fifteen years 
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later, and with more indeces released boy the 
Dominion Bureau, we find the small retailer is only 
TAT YS. coke lected, 

THE CHALRMAN: On selling? 

MR. GORFINKELL: On selling. Taking these 
figures into consideration, he is making approxi- 
mately 43% less 15 years later than he made in 
1939. That is one reason why I claim that his 
profit is not excessive. Now, you may question 
this 11.81, and you might question the 15.3. 

MR, GERIN-LAJOIE: No; my question is this, 
Mr. Gorfinkel; what is the factor to determine 
whether a mark-up is fair, or excessive or other- 
wise? If you have a lower mark-up, put a larger 
curnover, the; met profit ab, thesend. of the, year 
Will .be,.of course, a better one than, if you had 
the reverse situation? 

MR, GORFLNKEL: That might be quite in 
order, but let us go ahead and put the question 
of the whole reason for the brief -- loss-leaders; 
where were the chain stores when they were only 
getting.a eross profit. of 15.57 Where is the 
factor there? why didn't they cut the cigarettes 
LO @rclLOws epb tt fithem, could, chey didntt.,.So0, in 
establishing what is high and what is low it is 
usually cased on what a man's overhead is -- 
whether he can sell for less or more. It has 
been definitely estaolisned in our brief that 
" cigarettes cannot ove sold on a present basis unless 


it covers a man's overhead; and it is not covering 
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a man's overhvad. 

MR. GERIN-LAJOIE: we will come later to 
Cis rciess tyes of the food chain stores, but at 
page 3 you refer to an excessive or not excessive 
mark-up, and I am just trying to get from you what 
really you mean by that, or on what basis you 
determined whether or not it is excessive? 

MR. GORFINKEL: well, he made, on that par- 
ticaular page which I mention, 3.060 per package 
in 1939. 

MR. GEHIN-LAJOIE: Well, yes, out -- 

MR. GORFINKEL: would you have considered 
that excessive when a man made a gross profit of 
15.3 and he met his overhead? 

MR, GERIN-LAJOIE: what factors do you take 
Lnte account when you use such expressions? You 
don't take into account efficiency or turnover 
or the competition prevalling in. the locality? 

MR. GORFINKEL: That is rignt. Competition 
can only be based on good service, better values 
and cheaper prices. Cheaper prices can only go 
ahead and enter the picture providing a man 
covers his overhead. All my figures are based 
on overhead, and whereas -- I want to stress 
this point --- 

MR. GERIN-LAJOIE: May I qualify a point; 
when you say "overnead" you mean present over- 
head? 

MR. GORFINKEL: Present overhead today. 


MR. GERIN-LAJOLE: Whether a store is 
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really efficient in its administration or not? 

MR. GORFINKEL: That is right. To supostan- 
tiate that, as recent as this morning a chain store 
whicn operates some 75 stores, nas an overhead of 
14.5; it is attached to the Exhibit which I think 
you called M-1, Mr. Commissioner. It showed a 
gross profit in these efficlent stores, an overhead 
picture of 18.2; that is exactly what we are ask- 
ing “for for the smali retailer, and we do not 
want these chain stores to use 3% of their sales 
to the benefit of 97% of their sales. 

MR. GERIN-LAJOIE: Let us come to this 
question of the mark-up in chain stores; isn't it 
true that cnain stores have different mark-ups for 
their several .products? 

Mi. GORPINKEL: That ls right. 

MR. GERIN-LAJOILE: Have you any reason to 
claim tnat the mark-up on cigarettes should be the 
average mark-up on the whole sales of the chain 
Stores or any reason that the chain stores should 
not have a different mark-up on cigarettes from 
what they have as an average? 

MR. GORPINKEL: Just repeat that again; I 
want to have it in my mind. 

MR. GERIN-LAJOIE: Why snould a chain 
Store have the same mark-up on cigarettes as 
they have as an average on all their lines, in- 
stead of having a different wark-up as they have 


for all tneir lines? 
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MR, GORFINKEL: Well, it goes to prove on 
all their lines that tney have an overhead from 
one of the largest, shown at 12.45, -to another 
chain which has an overhead of 14.5. Let us say 
they sold every otner commodity on the same oasis 
as they do cigarettes; say they gave up every 
otner commodity and sold cigarettes only ata 
lesser price; what would happen is logical -- 
they would go bankrupt, and that is what is fasing 
the small retailer today. 

MR. GERIN-LAJOIE: Let us put my question 
another way, and let us start from a mark-up for 
groceries taken from the "Canadian Grocery" of 
April 15th, 1954: I read from this guide that 
the average mark-ups on the several lines held in 
chain stores and grocery stores go from 5.7% to 
some 25%. 

MR. GORFINKEL: Do they cover meats tnere? 

MR. GHERIN-LAJOIBE: Yes, meat goes from 17 
CO. eG. 

MR. GORFINKEL: what are fruits and vege- 
tables? 

MR. GERIN-LAJOIE: Vegetables, fresn, 21; 
My question is, why should the mark-up on cigar- 
ettes be different from tne mark-up on butter, 
whieh 1s. te 

MR. GORFINKEL: Well, we have covered 
that in our brief, when there is no article 
which has a 3% turnover -- butter is not 3% of 


the grand turnover, pecause I am not in a position 
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to know what the percentage is, but cigarettes are 
3% of the turnover, and there is no article that 
you can go ahead and entice the customer more than 
cigarettes, vecause it is a commodity used every 
hour of tne day by the whole family, and that is 
the reason cigarettes are being picked on, and IL 
am primarily interested in cigarettes today. I am 
not interested in the grocery business, but I am 
interested in what they are to make on a 97% 
average. 

MR. GERIN-LAJOIE: Isn't it possible in a 
grocery store the turnover of cigarettes, and 
other factors, would justify a store in having a 
lower mark-up than their average? 

Nr. GORPINKEE: Definitely not. On my last 
page, which is a letter which came in from Van- 
couver on June 5th, we see what happens on turn- 
over. Bear in mind there is a saturation point in 
turnover, and the same in foods. Cigarettes can- 
not be classed as foods, and a man cannot eat more 
than one or two steaks at a time, and there is 
a limit to how many pounds of butter or steaks he 
can sell; put in cigarettes we have noticda par- 
ticular increase in the last two years, and this 
particular commodity of cigarettes, that has this 
turnover, and the method of selling them as a 
loss-leader, only boils down to one point when 
everyoody meets competition, tne chain grocery 
will not go ahead and have any more turnover be- 


cause the business will oe spread among everyvody 
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concerned, and everybody concerned will oe losing 
money, and primarily 97% of the cigarettes sold 

in Canada are not sold in chains. That means that 
the 3% sthat are sold in chains are going to cause 
the bankruptcy of the other 97%. So, overhead, 
orevolume, sorceffieliency will not enter into it 
for the simple reason that there is only a certain 
amount of cigarettes that can be consumed, whether 
it is 15% in 1954 over 1953, or 17% in 1953 over 
1952. Now, when that saturation point is reached, 
and all» the cigarettes are sold by everybody 
equally at 33¢ and they meet competition, 1t means 
that the people who are selling 97% of the cigar- 
ettes, of which 85% are merchandised by the jobber, 
will go out of business; and then the picture 
comes up, what will happen to cigarette prices 
then? We are looking at the present and we are 
looking at the future, and the cigarette item, 
which is only 3% of the chain stores' business, 

is being merchandised in’this manner for a dif- 
ferent purpose; and I°am then selling cigarettes 
on an efficient basis or a cheaper basis. It is 
only being merchandised in that manner to entice 
customers -- "Cheating selling" -- and that is 

the term used by the baking industry. 

THE CHAIRMAN: You referred to cigarettes 
as constituting 3% of the chain store business; 
Are you referring to the period before they cut 
prices, or the situation as it exists now when 


their sales of cigarettes have increased very 
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considerably, according to your brief? 

MR. GORFINKEL: 3% was the figure given py -- 
the volume here as being the percentage sold by 
the chain groceries; 3% of their business. 

THE CHAIRMAN: If that was their figure be- 
fore they vegan to cut prices, and if they had in- 
creased their sales oy 400%, tnat would mean there 
would now be a larger percentage than 3%? 

MR. GORFINKEL: There certainly would; I 
have not. got that percentage. 

THE CHALRMAN: What I am trying to get at 
is, Which are you referring to when you say 3%? 

MR. GORFINKEL: 1940 on, I would go ahead 
and say; it was their figure, but this might give 
you a Girterent picture or the thing. 

MR. GERIN-LAJOIE: Did you say you took the 
figure from the report? 

MR. GORFINKEL: The figure of 3% of the 
volume, yes, that is correct. 

MR. GERIN-LAJOL#: 1941? 

MR. GORFINKEL: What is correct. The sales 
in chain grocery stores, which,as I expressed be- 
fore,we got through the McCarthy-Stevens method, 
has. jumped from 1.7 of the total consumption in 
the Province of Quebec to 7%. what percentage 
that is in relation to the total value, IL am 
not in a position. to. say. 

MR. GERIN-LAJOIE: The Topaconnist's Assoc- 
iation in Toronto appeared before this Commission 


and apparently tney would oe satisfied if the 
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retailers, oy getting united in a co-operative 
Style, could get cigarettes from the manufacturers 
at the wholesaler's price -- or, the manufacturer's 
price, I should say: Don't you think that might 

be a solution, toothe problem presented in your 
brief? 

May GORPENKEEE. No. 

MR. GERIN-LAJOLE: Have you any reason to 
believe that the situation is different in Montreal 
fromsawhatidtoiise dm Toronto? 

MR. GORFINKEL: Let us say the same thing 
would oer to, the. Montreal retailer and he 
would be on the same level as what the Toronto re- 
tallers suggested. I glanced through it and IL 
could not make out what you were saying. I do not 
think you knew what you were talking about. IL 
have been in this ousiness for 30 years, from 
scrubbing floors to heading my own company. and IL 
think I am the most qualified man in Canada to 
say (So, rand.L-am.not. carrying any torch for the 
manufacturers, because -I despise their guts, but 
I will go ahead and point out why it would not be 
efficient< «My opinion. is.,,iff.you.gave.every 
small storekeeper -- and bear in mind he does 
not know how to keep his books today, and we have 
had trouble in getting these figures -- the oppor- 
tunity of,buying cigarettes on that basis, they 
would say, "Well, we can meet chain store com- 


petition." Do you think the chain stores are 


going to stand still when tney had a 400% increase 
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in sales, snowing $20,000,000.00 increase in sales 
by enticing customers in? They will go still 
lower, and the position will get more deplorable 
than ever, 

MR, FAVREAU: But if there was legislation 
preventing loss-leadering? 

MR. GORFINKEL: Yes, loss-leadering should 
be abolished. 

Nie, PAVE ML Says 1- revellers were 
allowed to buy collectively at the same: price or 
nearly the’ same price as chain stores, and at the 
same time there would be a law to prevent them 
seu ling "pe low cost. 

MR” GORPEINKEL:\ "Correct. “ Warnr-one Ching 
To de’ clear:=* Our’ definition of’ "below cost”) is 
after taking overhead into consideration, and we 
have given you the lowest barrier of chain stores 

« 
and one which is an average, vecause we know a 
man cannot buy something for $1.00 and sell it, for 
pl.Ol and then say he is making money. Evidently 
he requires overhead -- rent, lights, and so on. 
That cannot’ be classed as a loss=leader. ‘A loss- 
leader has got to be estavlisned by this Commis- 
sion's recommendations, and it must take an average 
overnead for the people responsible for this: de- 


plorable’ condition. Taking their average, we 


would be satisfied -- not their lowest average, put 
thelr average -—“'such as Thrift, 16% on cost, 15% 


on selling. 


MR. GERIN-LAJOLE: Is it your contention 
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that a store snould be ccmpelled to put the same 
mark-up on every item? 

MR. GORFINKEL: No, he can put any mark-up 
he lixes, but it must cover his overhead. We are 
not asking for price-fixing on a general level; 
we are asking for an estaclished principle to be 
made as far as cigarettes are concerned, that 
they snould not go pelow tne overhead, wnicn tne 
chain stores are doing, and selling their mer- 
enandise to tne advantage of the otner 97% of 
their products. 

MR. GERIN-LAJOLE&: How would you determine 
the normal mark-up having in mina that the mark- 
ups on grocery items (vecause Wwe are taking avout 
grocery Stores and grocery cnain stores) vary 
from 5 bo 25%? 

MR. GORFINKEL: but there is no particular 
article in there, tnat averages from 5, 6 and 7, 
that compares with cigarettes. In my brief IL 
mention tnat cigarettes should be treated dif- 
-ferently. Do grocery stores, with things like 
butter, flour, cheese or eggs, take off the top 
of their price 66 2/3% in Government taxes and 
leave 4 balance of 1/3 for the manufacturer, 
the jobber and the retailer? Definitely nov. 
That is wny cigarettes cannot be classed with 
any other commodity, vecause there is no otner 
commodity sold in any estaclishment in Canada 
that is comparaole to cigarettes because 16¢ 


off 26.94 the Government taxes off tne top. 
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MR. GERIN-LAJOIE: Do you oelieve tnat nas 
anytning to do witn the mark-up on cigarettes? 

MR. GORFINKBL: There is no mark-up; they 
are selling tnem at a loss. 

MR. GERLIN-LAJOIE: well, tne normal mark-up 
which you nave in mind. 

MR. GORFINKEL: Well, I am giving you one 
which is comparaole to what the chain stores are 
making. We seem to think the cnain stores are 
low-cutting themselves and giving the puolic values; 
they are doing that oy putting their hands in 
the small retailer's pocket and saying, "We are 
good fellows", but they don't go on to tell you 
how much cheaper their other articles aré. As far 
as the big four chain food stores are concerned, 
pick up any Thursday afternoon's paper and you 
will see tnat there must oe collusion some way -- 
eltner that, or they are all doing a mind-reading 
act: "Strawberries, 19¢; 19¢; 19¢; 19¢.' Out 
of the four leadin,, chains one may say, "2 for 
37¢", and it goes on all the way down the line -- 
"Tomatoes, 19¢; l9¢; 19¢; 19¢". There must be 
something wrong. Suddenly they started off with 
cigarettes, "33¢, 33¢". Why not take butter 
Or tomatoes and start cutting vetween them- 
selves? Because they are afraid of their own 
product; they are afraia to dirty their own 
linen, and that tney will pve the cause of 
their own undoing. That is wnat will nappen 


if they maintain their mercnandising principles 
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that they nave today. 


MR, GERIN-LAJOLE: Are you not aware tnat 
they are cutting price -- I am not saying using 
other products as loss-leaaers -- but cutting 


prices on quite a numoer of other products? 


MR. GORFINKazL: For example? 
MR, GERIN-LAJOLE: sread. 
MR. GORFINKEL: Well, tney show tneir own 


brand of pread. 


THs CHALRMAN: I think, while we would like 


to have your evidence on a number of matters, if 


you try to answer the questions as briefly as 


5 


you can we may save a great deal of time. 


MR. GORFINKEL: 
mignt say the way the 


answer I want to give, 


iL appreciate that, but Lt 
questions are put and the 


I want to make sure tnat 


my interpretation is not wrong of what I am trying 


to convey in my orief, 
one. 


it, I want to be very 


which is tne most important 


Although I mignt be lengthy in explaining 


precise in anything I say, 


because if I am not precise everything we might 


say might be in vain, 


or misinterpreted. Howard 


Huston in the Montreal Herald of May ecoth likens 


the presentation of tnis petition of small re- 


tailers to Custer's 


stand was made at Little Big Horn in tne US 


against the Sioux Indians in the year 14876. 


men were slaughtered. 


Last stand. 


Custer's Last 
A 
204 


In 1654 the same thing 


happened to the Gallant 600 at Balaclava; only 
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200 came oack, namely, one-third. The same is 
happening today to tne small tovoacconist. If a 
little extra time will save him let us not qulbple 
for the few minutes involvea. I was prepared for 
that oecause I knew on an 16-page vrief it had 

to take a whole lot more time. I do Know we 

nave oeen working on this for six or seven months. 
we have covered every phase cf it, and I don't 
care what the grocery stores sell tneir merchandise 
at, I know they cannot sell it at 7% and stay in 
business witnout going oankrupt, and that is 

what is facing 66 2/3 of tne small men, and I 
cannot tell you how many it involves, but if the 
Charity Chests have to support that man it is 
going to be a deploravle thing. The same thing 
that goes on in other countries will cause unrest, 
because a man is not responsible when ne cannot 
give nis family oreaa and milk. 

MR. GHRIN-LAJOLI“#: IL would like your opinion 
ohn one or two points, and tne first one is this: 
Are you criticizing the whole practice of stores 
generally of maxing larger profits on certain 


items and smaller profits on others -- "yes" or 


MR. GURPLINKEL: As I mentioned in my 
orief --- 

THe CHALTRMAN: We know what you are criti- 
cizing in your orief. 

MR. GORFINKEL: well, will you repeat the 


question? 
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---(uestion repeated oy reporter. 


MR. GORFINKEL: Not unless it covers their 
overnead. I have no objection to them selling 
their merchandise at any price. 

Mn. GERIN-LAJOIE: I would lixe to have as 
short an answer as possiole on tnis point: Isn't 
it possivle tnat our economy is undergoing cnanges 
under which it would really oe cheaper to have 
cigarettes and tobacco products sold in drug stores 
and chain stores instead of tooacco stores? 

Mr. GORFINK&L: Are you insinuating there 
are too many outlets? 

MR. FAVREAU: He is asking a question. 

THH CHAIRMAN: Mr. G-erfinkel, what Mr. 
Lajoie is doing is to get your view. Ir he asks 
@ question --- 

MR. GORFINKEL: it is the way he asks it. 

THE CHAIRMAN: Well, wnat ne thinks is not 
important. 

MR. GHERIN-LaAJOI#&: You know Mr. Gorfinkel, 
I may appear to take an opposite position but I 
am just going to find out wnat is in your orief. 
someone may come in tne oox with different views. 
opposite views to yours, and I woula still take 
an opposite position vecause I am trying to have 
the whole set of facts before the Commissioner. 

MR, GORFINK“#L: If we want to kick over 
tradition I will say it is practical -- and 


eliminates 90,000 retailers. You could put a 
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pusn-cart on the corner. 

MR. GERIN-LAJOIE: Are you taking the point 
of view of going oy tradition alone, or are you 
taking this position for the oenefit of the con- 
sumer public who is interested in having as cheap 
and low prices as possible? 

MR. GORFINKEL: I don't think the consuming 
puolic are looking to buy mercnandise to tne detri- 
ment and loss; they want to ouy at the lowest 
possible price. They want to ouy it at an equi- 
taole price where a man makes an honest living. 
Possioly it might be better to take away the 
tobacco business from the chain grocery stores al- 
together. I don't see what rignt they have in 
Selling 10. Keep it in the tobacco stores wher 
it belongs, opecause if economy changes that quickly 
it is going to happen to suits and cars and 
everything else. 

THE CHAIRMAN: Pernaps we can put the 
question differently: In your opinion does the 
tobacco store, as such, perform a function valu- 
acle to tne consumer that is not performed boy 


the drug store or the chain store which sells 


MR. GORFINKEL: It certainly does. 
THE CHAIRMAN: what is the function? 
MR. GORFINKEL: I aon't want to elabor- 
ate on iy question --- 
THE CHAIRMAN: what are tne functions wnich 


the tooacco store performs wnicn are valuavle to 
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the consumer which are not performed vy the chain 
atore or drug. store or restaurant? 

MR. GORFINKEL: I think more time is being 
taken up by questions which are covered in this 
brief. The small retaller comes to his place 
earlier in the morning to serve tne factory work- 
er, and [ don't Know wny the question is being put 
again. Iam being accused of taking time, but IL 
have tried to cover as much as I can in the brief. 
I wish the questions to ove put, and if they are 
not in the orief I will be prepared to answer 
them, but my answers are all, in my orief and. J 
stand. on, our ore. 

MR, GERIN-LAJOI#: You snowea to tne Con- 
mission tnis morning figures regarding the increase 
in, tobacco releases; in 1951.) 1952. and, 1953; do 
you know from what source these figures are 
taken? 

MR. GORFINKEL: Yes, they are Government 
figures released oy tne Department of Inland 
Revenue -- National ncvenue -- aia they are fre- 
leased over tne Canadian Press to all the leading 
pudlications in Canada. Tnis happens to be 
"The Canadian Tovacco Journal". 

Mi. GERIN-LAJOLE: For Fecruary 1954? 

MR. GORFINK#L: Hebruary 1954. Those are 
Government figures; they are not tneir figures. 

MR. GeRIN-LAJOLTZ: Would tne Commission 
like to have tnis filed? 


MR, GORFINKEL: Yes, I am making pnoto- 
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Stat.G Gapiecsa of that. OP, If youowish, if. bt 

is the custom to go ahead and file it, I would 

appreciate two copies oving made by the Commission 

and sent back to me. I will file the original 

and I would like to get two photostatic copies. 
THe CHAIRMAN: All right, mark this "“Topac- 


co Releases" as M-3. 


-~--ZXHIBIT M-3: "Tovacco Releases 


MR. GHRIN-LAJOLH#: On page 6 of your orief 
you refer to the situation in Fr ance: I wonder 
if this information is completely up-to-date? You 
may oe avle to tell the Commission, and I would 
like to ask you if your are familiar with the 
French decree of August 1953 which prohioited resale 
price maintenance in general across the country? 

MR. GORPINKBEL: well, I don't know if you 
are acguainved with the facts... Cigarettes are 
sold in France in the same manner --- 

MR, GERIN-LAJOL#: but is this information 
apsolutely up-to-date? 

MR. GORFINKEL: Price-fixing does not 
apply to government oodies, and it is up-to-date. 

MR. GHERIN-LAJOIE: Could you tell the 
Commission up to what time you have checked 
this information? 

MR. GORFINKe&L: That information has not 
been checked in the last year and a half, out 
it is still a Government monopoly and tne 


Government sets the prices, and there is no 
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control of wnat tne Government should or should 
not do. 

MR. GERIN-LAJOLE: The last question: At 
the top of page 6, "Tne suggested Dominion Board 
would in no way prevent competition between tovacco 
manufacturers and retail outlets, ..." Could 
you explain as oriefly as possiole what competi- 
tion would be left after a Government ooard would 
have fixed prices? 

MR. GORFINKEL: If one tooacco manufacturer 
wants to sell cigarettes av 13.4% tnat does not 
say competitor cannot go ahead and sell it at 
$13.00. Or, possioly tnree manufacturers have 
three different prices for their popular brands. 
The Commission would nave to set tnree different 
Fangeseo!L gross prefit,, Lneother words, when the 
Imperial Tobacco Company wants to sell at 13.48 
it would not stop MacDonald's from selling theirs 
at 13.00... The manufacturer would apply for his 
price, and the Dominion Board would only set the 
percentage of profit. 

MR, GaniN LAJOLE: What competition would 
be left tnen vetween retail outlets? 

MR. GORPINKSL: what competition would be 
left? He would have to yo ahead -- if loss- 
leaders were regulated or avolished, or made il- 
legal, he would nave to maintain tne overhead. 

MR. GHRIN-LAJOIz: No. If there is a 
Dominion poard fixing the margin of profit so that 


there would oe a uniform margin ot profit across the 
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country, or a certain bags at of the country? 

MR. GORFINKEL: For cigarettes? 

MR. GHRIN-LAJOLE: Yes, for cigarettes 
only. I wonder if there would still be competition 
between retail outlets? You seem to say no, and 
I wonder --- 

MR. GORFINKEL: There would be no competi- 
tion petween retail outlets; there would be no 
competition between outlets as to the price. The 
resale price would oe estavlisned by tne Boara. 

MR. GERIN-LAJOI£: Because you mention in 
your orief the Bbuard would in no way prevent com- 
petition betwean retail outlets? 

MR, GORFINKEL: Just one minute. There 
Would de NO Competition detween tne tovacoo manu- 
Tacturers and une retail outlets. In other words. 
if a retailer pought them from one manufacturer and 
sold them at 33, that woulda not stop another manu- 
Pacturer selilig Win Cigarevtes to sell at See. 

MR. GERIN-LAJOIE: but there woula ce no 
competition ovetween one retail outlet and another 
retail outlet: 

MR, GORPINKEL: No. 

THE CHAIRMAN: Referring tc your brief 
at the bottom of page 4+ and the top of page 5, 
you mention the situation in tne United States, 
particularly in Greater New York witn respect 
to a cigar chain, and you nave mentioned tnat 
in 192) one cigar cnain had about 400 stores 


in Greater New York alone, and today tney nave 
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less than a aozen, and you say the situation is tne 
same all over the United states. would you say 
tnere nas oecn a Similar process in Canada? 

MR. GORFINKEL: No. 

THE ChAIRMAN: That tne tovacco chains have 
fewer stores now tnan they had then? 

MR. GORFINKEL: No, it does not exist in 
Canada. 

THE CHAIRMAN: You do not tnink so? 

MR. GORFINKEL: No. There are as many chain 
tobacco stores in Canada today as there were years 
ago, and the reason for that was we had price 
maintenance and everyoody was happy. out in this 
particular case in 1929, whereas this chain only 
nad 400 stores in Greater New York. it nad close 
vos, OOO “across tre United States ! 

THE CHATRMAN: would tnat ve United Cigar 
Stores? 

MA. GORFINKEL: Yes, I didn't want to 
mention the name because it may ve conflicted 
with tne one in Canada, and there is no relation- 
ship at all; they are two different companies. 

THe CoAlnMAN: I don't Know much about 
cigar or tovacco chains in Canada, out I do know 
of some and I know of some places in which they 
Nave many less stores today than they nad 25 
or 50 years ‘ago. 

MR. GORPINKEL: Tnat mignt be due to 
losing leases and giving up locations because 


they vecame unprofitable. 
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THE CHAIRMAN: well, would tnat not mean 
that there are fewer stores in eacn chain tnan tnere 
were tnen? 

MR. GORFINKEL: As a whole I tnink you will 
find the figures have increased, if you take the 
varometer on certain companies. 

THE CHATHKMAN: I tnink I «now tne answer 
to tnis question, out I want to be sure wnat tne 
brief means at tne oottom of page 5 where you are 
referring to the minimum mark-up over the aomestic 
manufacturers! lowest unit list price -- wnicn I 
take it would ve the manufracturers' selling price 
to tne wholesaler? 

Mn. GORFINKEL: Yes. 

THE ChALRMAN: And you want 22 to ees per- 
cent spread detween that and the retail price? 

Mn. GORSFINKEL: Yes. 

THE CHAIRMAN: would that produce a uniform 
price at the present time of 35¢°-a package? 

MR. GORFINKEL;: It certainly would. 

THE CHAIRMAN: Plus tne tovoacco tax in 
quebec? 

MR. GORFINKEL: Yes, plus the tooacco tax. 

MR, rPAVREA: If there was a general in- 
ereasing of price maintenance, couldn't chain 
stores still compete oy selling on a Nign scale 
American cigarettes, like they aid last year? 

MR. GORFINK#L: No. Li the Canadian manu- 
Tacturers want to meet tnat competition, tney 


can and make a profit. I don't know now much 
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profit tney are making. Tnat is sometbing for the 
manufacturers, out tnere is one manufacturer in 
Canada who met that competition, where ne made 
American cigarettes unprofitavle to poring into 
Canada. In other words, they oroughnt in a cigar- 
ago 

ette two years,which usually sold at 29¢, and 
another tooacco company under the name or Central 
Topacco orought out a competitive orand at the 
same level called Golden Gate. 

THE CHAIRMAN: ‘what happened to it? 

MR. GORFINKEL: It has taken the place of 
Cne-AMerican Dranda. 

THE CHAIRMAN: Is it selling in large quan- 
tities now? 

MR. GORFINKEL: In fair quantities, it 
goes into the millionth billion, or something like 
that. 

MR. FAVREAU: What is the price to the re- 
taller? 

Mi. GORFINKEL: I tnink it is 12.00 a 
dozen against 13.46. There is one thing I 
want to make clear -- and I happen to know -- 
and that is, to oring in American cigarettes to 
Canada today less than 12.25 to 12.30 a dozen, 
and it is possible to ouy Canadian cigarettes at 
pl2.00 a dozen; it is impossible to bring them 
in for less than 12.25 or 12.30 a dozen, which 
is 24.00 a package, out you can get a Canadian 
cigarette of a superior quality ror e4+¢ a package 


from tne manufacturer. 
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THE CHAIRMAN: But those Canadian cigarettes 
are not wnat we ordinarily call standard cigar- 
ettes? 

MR. GORFINKEL: Yes, tney are standard -- 
standard pure Virginia. , 

THE CHAIRMAN: well, tney are not the ones 
that are most commonly used? 

MR. GORFINKEL: No, they are not the popu- 
lar orands. It is a new brand, and it is the same 
Golden Virginia tovacco as all the: rest of them; 
they are tne light Virginia-type tovoacco as used 
in Canada. 

THE CHALRMAN: The same type of tooacco as 
used in tne popular orandas? 

MR. GORFINKEL;: Yes, out L don't say the 
same quality. Tobacco ranges from anywnere from 
7O to 9O¢ a pound, and the popular cigarettes are 
Supposed to ove No. 1 quality, which ranges close 
to YO¢ a pound, I velicve. However. I think tne 
manutacturers are more qualified to give you that 


information, 
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(Following Mr. Robert Young, reporter) 


GANADA 
PROVINCE DE QUEBEC 
DISTRICT DE LiONTREAL 


CITE DS MONTREAL 


COMMISSION D&S ENQUETES SUR LES COALITIONS 


zrésidents Me C. RHODES-SMITH, c.r. 
Commissaire: M. «a. S. WHITELEY, 


" Me GUY FAVREAU, c.r. 


COMPARUTIONS : 
Me PAUL GERIN-L..JOIE 


agissant pour le directeur des recherches 


Me.ROY DAVIDSON, E6conomiste pour le directeur 
des recherches 


EnquSte tenue A Montréal, les 7,8,9, et 10 


| juin, 1954 - sur les ventes & pertes (Loss 


leaders). 


Le 7 JUIN,1954 
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Me RHODES-SMITH, c.r.: 

Messieurs, la Commission sur les pratiques restrictives 
du commerce reprend ce matin ses séances dans l'enquéte qui se 
poursuit sur le sujet des ventes 4 pertes (loss leaders). 

Les audiences se sont ouvertes 4 Ottawa le 27 mai. Et puis, 

par la suite, la Commission s'est transportée & Toronto 
ot de nombreux témoins, soit aux noms dtassociations ou d’entre- 

prises, soit en leur propre nom, ont soumis des mémoires 
et présenté des points de vue forts intéressants. 

Ici, & Montréal, nous espérons recueillir cette semaine 
d'autres renseignements et opinions motivés gui faciliteront 
la t&che de la Commission dans l'étude de cette question dis- 
cutée des ventes 4 pertes et qui nous permettront de soumettre 
au Ministre de la Justice un rapport aussi au point et aussi 
utile que possible. 

Je tiens & répéter, pour le cas ot il ne serait pas 
possible 4 certains intéressés de nous soumettre leurs repré- 
sentations ici, cette semaine, que la Gommission aprés avoir 
siégé & Edmonton, & Vancouver et en d'autres centres du pays, 
terminera ses séances 4 Ottawa au cours du mois de septembre. 
Il nous plaira d'tentendre alors toute personne ou association 
désireuse de comparaitre avant que ne comuence la préparation 


du rapport. 


I will repeat in Exglish what I tried to say in French. 
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LE 7 juin, 1954, a comparu: 


A. J. DUHAMEL, 


représentant l'Association des Distributeurs de Tabac en Gros 


de la Province de Québec et 1l'Association des Marchands de 


Tabac en Gros de l'Est de la Province de Québec. 


miére association ne comprend que la section ouest de la 


province de Québec allant jusqu'a Trois-Riviéres inelusive- 


ment et l*‘autre association comprend ce qui est groupé 


Me FAVREAU: 

D Quel est le titre de l'Association ? 

R L'Association des Distributeurs de Tabac en Gros de la 
Province de Québec. 

D E8tes-vous le président ou le secrétaire ? 

R Jo suis le président, A. J. Duhamel est mon nom, monsieuz 
J. A. Ladouceur est le vice-président et monsieur J. A. 
Manseau est le secrétaire. Pour l'Association des Marchanas 
de Tabac en Gros de l'Est de la Province de Québec, sont 
ici présents monsieur Lorenzo Morel, directeur, et monsievr 
Ernest Armstrong, membre. 

D avant de commencer, voulez-vous nous expliquer ce que com- 
prend le territoire affecté par la juridiction de 1l'aAsso- 
ciation des Distributeurs en Gros de l'Est dé la Province 
de Québec, cela commence ot ? 

R «aA Trois-Riviéres, 4 Sainte-anne-de-la-Perade allant & l'ess: 
pardon, ia ville de Trois-Riviéres, c'est l'dssociation de 
la Province, ce n'sst pas dans l’est. 

D Trois-Rivicres, si je comprends bien, c'est dans le terri- 
toire de l'éAssociation de la Province ? 

R Oui, qui comprend l’ouest de la province. 

D Il n'y a pas de chevauchement dans la juridiction, la pre- 


Sele" in MPa Hb ily | Tey Aff 


| 208 fe onda? ob exwotud Ed cob. | ae 
cb ebuniouawob nobdetooeai't ¢0 sechup ob ih 
(erie ih I + ob vomit ob peer 


wl there aa, 





SO oe Ty * teas ii Ay bie et 1 acy ’ iy ' 
A Recihi ve mptsatoorea! ob o7tit of tae tesp et: 
i ioe g- 
af 9b sox na cadet of ered i108 I0 sob nolvatooeaa'd pf 
anes rae eontvort ; 


I » - My (i ; | 
TT dene ef Lo deeb iedrg ot. aiiov-20d 


a+ 


twale com rinott aye a foment. c “oh «debleday ef core ot . bs § 
, oh 6% ne teace ts tsoptefea-voly at tee ‘ueouobsd A +3 
eh f..0d0T8M Bob, Mottstoose4"s woe a rich foe ef tee unos nit 
+ tuoa , sedeup\\nb pon iverg Bi a sax't 95 cor) ae osdst ob 
ne | wwelenom te ~wWetostlip , ar ive twele nom esneedag a 
M: ben! | .. setdmest, cprcatennt seonta 
“iiO2, Lp eo touptigqne Buog be aia 2h : TeoRsaBD eb tneves a 

~oeak’ £ ob moltetsiast si ‘we sroenta onto trae? el snore, 


aoaivorg af 6h testi of soap noo sche tine tog A sei noltato 
: Oat 2 cS 4 










| | % Go eottemmos ales + Sodbup eb 
aot 4 dnatte obetet-al-oh-onsh-otatse & soréivis~2loz? & & 
2 eb toltatoosah'! tee'o ,seséivif-etoal eb offtv sl ,sobreq 


otee'l aneb eaq teas! £ , cocatvons nt ; | q 

vtoted ef engb gao'o ,aatd Shoot , ‘et te) bein cdtoae q. | 
t soutvort ef eb Bbtdaagodia's ob ertot 4 

,ooatvena at ob teeuo's baertqion itp ,fu0 ; 


org af moby a tba al aniah taekoutouareds ob eeqa yin iT Go 
| Sf eb teovo woltoee sl ovp ‘paorques ont peel dias : : 
| -yvieulaut eoxGtetgatout A upacl daniie oovtup ob poutvorg 
Queb Squow tee up oo poles pscaets vith te ie ; 







By yee a 


l'est & compter de Sainto-.inne-de-la-Perade ? 

Oui, de Sainte-iAnne-de-la-Pcrade, c'est juste et cela va 
sur la cOte sud pour prendre Thetford Mines. De Sainte- 

Ee ee du c6té nord, et sur le cété sud de 
hetford Mines 4 Wea. 

La, vous tirez une ligne ? 


Oui, & peu pres. 


Monsieur DUHAMEL: 

Monsieur le Président, vous avez requ copie des mémoires 
de notre «dissociation. aA présent, est-ce qu'il serait né- 
cessaire que je lise le mémoire ? Jc vous demande cela, 
monsieur le Président, dans le but d'épargner du temps. 


Est-ce que vous désirez nous interroger ou quoi ? 


Me FAVREAU, c.r. 

C'est la coutume dans chaque cas de lire le mémoire et lton 
vous permettra de faire des remarques additionnelles, si 
vous le désirez, et cela permet également aux membres de 


la Gommission de se rafraichir la mémoire. 


Monsieur DUHaAMeL: 
Trés bien, monsieur le CGommissaire, je vais lire le mémoire 
soumis: 

3 MEMOTRE SOUMIS CONJOINTEMENT PaR 


L'ASSOCIATION DES DISTRIBUTEURS DE TaBaC EN GROS 
Digs Ins PROVINCE DE QUuBEC 


et 


L'aSSOCIATION DES MARCHANDS DE T..Bsc EN GROS Di 
"EST DE La PROVINCE DS QUIBEC. 
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EN RAPPORT AVEC La CONCURRENCE DELOY.ALE 
DNS La. VENTE DES CIGARETTES 

lessieurs, 

L'association ci-haut mentionnée est composée de grossistes 
et distributeurs de cigarettes et autres produits de tabac. 

Comme résultat de la législation interdisant le maintien 
des prix fixés, passée malgré de trés fortes protestations, 
les membres de ltussociation et les débitants de tabac 4 qui 
ils fournissent leurs marchandise ont souffert un sérieux 
préjudice et la situation, aujourd'hui, est si précaire que 
des milliers de petits détaillants sont pratiquement acculés 
& la faillite et, par le fait méme, les membres de 1'’aAssocia- 
tion sont vlacés dans une situation extrémement difficile. 
& cause de la concurrence déloyale dont souffrent les débitants 
de tabac de la part de commergants gui ne sont pas des détail- 
lants réguliers de cigarettes et autres produits de tabac, les 
ventes au débitants de tabac ont considérablement diminué et 
ces derniérs ne peuvent rencontrer leurs obligations, causant 
ainsi de lourdes pertes financiSres aux membres de l'Association. 

Les membres de l'dssociation sont au courant de l'enquéte 
conduite & la suite de nombreuses plaintes concernant la conrur- 
rence injuste faite par la vente des cigarettes dans les magasins 
& succursales et autres, dont le commerce principal est tout 
autre que la vente des cigarettes et tabacs. 

La plainte a été portée que les cigarettes sont vendues 
par les magasins 4 succursales et autres, coime moyen d'induire 
les clients 4 entrer dans les dits magasins et acheter des 
cigarettes & des prix inférieurs aux prix chargés par les débi- 


tants de tabac qui, afin de rencontrer leurs frais et dépenses, 
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doivent réaliser un profit raisonnable de la vente des ciga- 
rettes. 

Le profit du détaillant, c'est son salaire. Ls profit, 
c'est aussi la récompense de ceux qui ont risqué leurs écono- 
nues dabs yb cinnerce, Wh détaillant prosptre réissit A satis- 
faire de plus en plus ou de mieux en mieux ses clients, les 
consommateurs. Un détaillant prospére est un actif pour un 
pays, une province, une ville, alors q8qvidemment, c'est tout 
le contraire pour un détaillant déficitaire. 

Mentionnant tout particuliérement la province de Québec 
ot on trouve 27,000 débitants de produits de tabac, lesquels, 
avec les membres de l'association, emploient 75,000 personnes, 
la Commission est informée gu'avant l'atolition des prix fixes, 
les cigarettes se vendaient 33 cents le paguet, plus une taxe 
de 4 cents, formant un prix total de 37 cents. Immédiatement 
aprés la mise hors la loi des prix de vente fixes, un élément 
dangereux s'cst développé dans la province de Québec alors que 
les épiceries A succursales coupérent les prix des cigarettes 
& 35 cents le paquet, et 3 paquets pour $1.00. Ceci, la 
Commission voudra bien l'’admettre, mit en danger les petits 
aébitants qui ne pouvaient vendre leurs cigarettes 4 moins de 
37 cents le paquet stils voulaient faire face 4 leurs dépenses 
et réaliser un profit raisonnable. Il ne leur aurait resté 
aucune marge de profit puisque le prix payé au distributeur ou 
grossiste était de 33 1/10 cénts le paquet. 

Dans un grand nombre de cas, le débitant, afin de conserver 
sa clientéle, fut forcé de vendre ses cigarettes sans profit. 
au cours de l'année derniére, il dat se rendre compte qu'il se 


trouvait dans la trés embarrassante situation de ne pouvoir 
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s'acquitter de ses obligations vis-&-vis du distributeur qui 
lui avait fourni sa marchandise. Ceci fut provoqué par la 
tactique suivie par les magasins 4 succursales de se servir des 
cigarettes comme app&t your attirer les clients & leurs magasins 
et une fois attirés, leur vendre 4 profit toutes sortes de pro- 
Guits autres que les cigarettes. 

Les pharmacies, les restaurants, les tavernes, etc., suivi- 
rent la tactique des magasins 4 succursales, ce qui empira la 
situation. Les grands magasins 4 succursales, constatant que 
la tactique de couper les prix était devenue plus ou moins 
générale et que le public qui achetait les cigarettes 4 ces prix 
coupés contribuait & l'cxpansion de leurs co merces, allérent 
plus loin et réduisirent de nouveau le prix, cette fois a 33 
cents le paquet et dans certains cas 4 31 2/3 cents. 

En ttilisant la vente des cigarettes & prix coupés comme 
appat pour la clientéle,.les magasins 4 succursales et autres 
ont réalisé un fort volume dtaffaires, au détriment de leurs 
compétiteurs. Si les magasins & succursales avaient été seuls 
A couper le prix des cigarettes, g'aurait été un avantage per- 
manent mais, comme les pharmacies, les restaurants, les tavernes, 
etc., avaient amboité le pas, le résultat inévitable fut que le 
débitant indépendant qui aveit opéré son co:merce toute sa vie 
et dont le gagne-pain dépendait de la vente des cigarettes et 
autres produits de tabac avec un profit équitable, stest vu 
acculé & la faillite ou obligé de discontinuer son commerce. 

Dans le Québec ott une taxe sur le tabac est en vigueur, 
cette tactiqus eut d'autres graves répercussions, car, en plus 


de causer de lourdes pertes aux débitants et aux distributeurs, 
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le revenu provincial du tabac stest indirectement trouvé touché 
parce que le distributeur ou grossiste, en plus dtessuyer de 
fortes pertes quand le détaillant ne rencontre pas ses obligations, 
fait faillite ou ferme ses portes, est forcé de débiter la taxe du 
tabac au compte della province. 

Si l'on veut prévenir la faillite des débitants de tabac 
et des pertes aux membres de notre Association, 11 faut immédiatement 
faire cesser cette pratique de réduire le prix des cigarettes en 
bas d'un prix qui puisse permettre de rencontrer les frais et 
prévoir une marge de profit raisonnable. Un bon nombre de petits 
détaillants ont déjA été forcés de discontinuer leurs commerces. 

Les débitants de tabac dont ltexistence et le bien-étre 
sont nécessairement, dans les circonstances, le souci des membres 
de 1*Association, ne recoivent absolument aucune protection. 
Lorsgue les débats eurent lieu au sujet de cette législation, de 
fortes recommandations furent faites par les porte-parole du 
travail organisé qui insistérent sur le fait qu'a moins d'exemp- 
tion pour leurs membres et leurs unions, ils seraient handicapés 
parce qufils jugeaient essentiel de maintenir des niveaux de 
salaires devant tre payés par les employeurs avec oui ils main- 
tenaient des relations contractuelles ou dans des industries ot 
existaient des conventions collectives de travail régies par des 
décrets sanctionnés par le licutenant-gouverneur en conseil. Ces 
décret permettent, d'une part, la surveillance des industries 
par les ouvriers organisés qui y sont assujettis et obligent les 
employeurs, que leurs salaries soient membres des unions ou non, 


& payer les taux minima fixés en vertu des décrets. 
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L'Association soutient que les débitants de tabac ont injuste- 
ment souffert de la législation présentement en vigueur en n'obte- 
nant pas la protection ou l'cxemption accordée aux membres des 
unions de métiers. Eile sédire attirer l'attention de la Commis- 
Sion au sous-paragraphe 3 de l'article 498 de la Loi, telle quta- 
mendée, qui se lit comme suit: 

" This section does not apply to combinatidns of workmen or 
" employees for their own reasonable protection as workmen or 
a employees." 

ERixste-t-il une raison valable pour que les 27,000 débi- 
tants de tabac dans la province de Québec et les 75,000 person- 
nes y tbouvent leur gagne-pain soient vrivés de la ménme protec- 
tion et ne tomgent pas sous l'exemption du sous-paragraphe 3 de 
l'article 498 ? Notre Association, & cause de ses liens étroits 
avec les débitants de tabac, maintient que cet article de la Loi 
devrait tre amendé sans délai afin d'inclure les débitants de 
tabac et, en tant qutorganisation, elle demande que les produc- 
teurs ee. 

Ici, cela devrait Stre manufacturiers plutét que vroducteurs... 
rétablissent la pratique antérieure par laquelle les cigarettes 
pouvaient seulement @tre vendues par les débitants de tabac, avec 
une marge de profit qui leur permettait de rencontrer leurs obli- 
gations et gagner leur vie. 

Les membres de ltAssociation ont déja souffert des pertes 
considérables di & la grande diminution des ventes & leurs débi- 


tants et, par la suite, a leur incapacité de rencontrer leurs 


obligations & cause de leur trop minime chiffre d'affaires. 
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Dans un pays démocratiaque, la politique de virre et laisser 
vivre devrait prévaloir et la fixation d'un prix minimum équitable 
pour 1a vente d'tarticles tels que les cigarettes ne cause aucun 
préjudice au consommateur puisque, dans la majorité des cas, les 
petits magasins dont le commerce principal consiste dans la vente 
des cigarettes sont ouverts 4 toute heure du jour pour l'taccomnode- 
ment de leurs clients et du public en général. 

Si la présente tactique continue plus longtemps, non seulement 
elle apportera la ruine économique de ces milliers de petits détail- 
lants, mais elle aura aussi comme consécuence la disparition des 
affaires d'un grand nombre de membres de l'Association. 

Tout ce que les débitants qui ont été en affaires depuis des 
années deuandent, ctost qu'il leur soit permis de faire face & 
leurs obligations en vendant leur marchandise avec un profit 
raisonnable, grace & ltabolition des tactiques dont ils se plai- 

ggent, lesquelles ont dtailleurs été vortées 4 l'attention de la 
Commission, plus spécialement dans le rapport si bien préparé par 
monsieur T. D. Macdonald, directeur des enquétes et des recherches 
sous la Lo® des Combines, et qui a prouvé hors de tout doute le 
bien-fondé des présentes plaintes. 

Les débitants de tabac demandent que la pratique antérieure de 
fixer un prix minimum de vente au détail soit reprise et, de plus, 
tel que suggéré dans un paragraphe précédent, que les débitants de 
cigarettes soient inclus dans le sous-paragraphe 3 de l'article 498, 
afin qufils puissent conjuguer leurs efforts et obtenir une protec- 
tion raisonnable, tenant compte du fait qu'ils peuvent tout aussi 


bien 6tre considérés comme des employés, dédommagés de leurs servi- 
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ces par un petit profit réalisé sur la marchandise qui leur est 
fournie par les membres de l'tAssociation soussignée. 

En surplus, nous vous demandons une législation spéciale 
immédiate pour protéger le co.uwserce de cigarettes et des produits 
de tabac des petits marchands détaillants qui s'en vont 4 la 
ruine compléte dans les conditions actuelles. 

A ltappui, nous povvons affirmer que les ventes chez les 
grossistes ont diminué en 1953 d'une moyenne de 4% & 5% sur 
1952, et en 1954 de 10% & 12% sur 1953. 

Les faillites chez les détaillants de cigarettes sont dans 
les quatre (4) premiers mois de 1954 supérieures 4 celles de 
1953. 

Quoique nous n'ayons pas de chiffre précis, nous affirmons 
que les ventes de cigarettes par les chafnes de magasins ont en 
1953 augmenté de 300% & 400% sur 1952, et jusqu'éa date en 1954, 
elles sont supérieures aux pourcentages ci-haut mentionnés. Vous 
avez 14 le portrait exact de la situation du marchand détaillant 
de cigarettes. 

Nous annexons 4 ce mémoire un extrait de :" Quill & Quire's 
Convention News: “FAIR TRADE LAWS VITAL TO BUSINESS" par le 
professeur E.J.Fuller de l'Université de Toronto. 

Respectucusement soumis, 


L'ASSOCIATION DES DISTRISUTEURS DE TABAC 
EN GROS DE La FROVINCE DE QUSBEC 


Montréal, mai 1954. 
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FAIR TRADE LAWS VITAL TU BUSINESS: FULLER 


eee 


Ressonable bargaining ,»ower, legalized by Fair Trade laws, 
as is being done in the U.S.A. is a step in the direction of 
that type of co-operation among humen beings which is essential 
in our industrial economy of today, Professor H.J.Fuller of the 
College of Pharmacy, University of Toronto, pointed out to his 
attentive capacity audience at today's luncheon. 

Professor Fuller drew these condlusions: 

RESALE PRICE MAINTENANCE IS COLLECTIVE BARGaINING FOR THz 
RETAILER. Our government recognizes it for farmers and for 
labout unions. Our government even buys butter, among other 
things, to keep the price up so that farmers may have adequate 
incomes to purchase the materials of our industrial society and 
at the same time so that labour will be able to sell the things 
it makes. Without adequate income the farmer and the members 
of labour unions cannot buy back, one the produce of the other. 
The government even considers it necessary and just to guarantee 
an adequate return to capital invested in public utilities by 
determining the rates. 

The retailers of Ganada, do not ask the government to buy 
surplus bottles of ink, or fountain pans, or stationnery. They 
only ask that they be allowed the same rights of collective 
bargaining demanded and approved for other segments of our 
economy. They must have a JUST PRICE for the things they sell 
to enable them and their employees to live by the same standards 


as the standards of the farmer and the union member. 
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(The ninth Census of Distribution, Canada 1951, Dominion Bureau 
of Statistics, showed that there were 131,360 working proprie- 
tors and 603,331 paid employees, a total of 754,691, in the 
Retail Trade in Canada). They ask that there be not two sets 
of rules, one for farmers and unions, and a diffrent one for 
retailers and wholesalers. 

Permissive Resale Price Maintenance, legalized in nearly 
fifteen civilized countries of the West, should be legalized in 
Canada and the stigma of criminal removed. We do not ask for an 
end to competition. We ask only for a JUST PRICS for our 
services and the right to bargain collectively for that pirce 
as others do. Resale Price Maintenance is the obverse of cut- 
throat competition. It is not intended to circumscribe compe- 
tition. Competition for price is only one of the characteris- 
tics of the classical notion of capitalism. Competition has 
taken on other forms than price, namely competition in RESEARCH 
and competition in SH@RVICES. anyone making an inferior or 
obsolete product can't sell it no matter how low the price. 

It is technological innovation such as television and jet planes 
that have been the stimulus to our economy and not price compe- 
tition in producing bread and potatoes. We ask only that those 
whose standard of living is no higher than the slums and those 
who would cut prices in order that they may later exploit, be 
prevented from pulling down the price structure and hence the 
standard: or living for ell. 

We ask that a JUST PRICE be determined in a democratic 
fashion by people and not by the blind fate of obsolete economic 
laws which mean economic death to many in a weak bargaining posi - 


tion. We wouldn't think of treating pneumonia with the linited 
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medical knowledge of 1775 but many still insist on treating 
certain economic problems with the limited economic knowledge 
of 1775. Comcretition for price may have been essential and may 
still be in a society in which there is. not enough to eat but we 
in an industrial society are not striving for bread but for jam 
on the bread. We ask that equal opportunit; for jam be given to 
all. 

Given the right to bargain for a just price, CO-OPERATION in 
the production and distribution of the best that modern research 
and technology can devise will raise the standard of living of all 


the people of this great pation. 


EXTRACT FROMs "QUILL & QUIRE'S CONVENTION News". May 18-1954. 


Me FaVRiaU: cer. 

D Est-ce que vous avez d'autres commentaires 4& faire pour le 
moment en plus de ce qu'il y a dans votre mémoire ou des 
représentants des deux (2) associations désirent-ils ajouter 


autre chose avant que l'interrogatoire ait lieu ? 


Monsieur DUHs«MEL: 
Non, monsieur le Commissaire. 

Me PaUL GERIN-Li.JOIG: 

D Monsieur Duhamel, la Commission a entendu plusieurs exposés 
de la situation apparemment difficile & laquelle doivent faire 
face de nombreux détaillants de tabac au pays. D'une fagon 
générale, tous ceux gui se sont présentés devant la Commission 


ont tendance & bl@mer la pratique de la vente des cigarettes 
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-Lyih- DUHAMEL 

& prix réduits dans les magasins 4 chafnes, dans le domaine 
de l'épicerie pour expliquer cette situation. Cependant, 
la Commission doit se demander stil n'y a pas dtautres cau- 
ses posSsibles et c'est simplement dans cet esprit que je 
vous demande si vous ne croyez pas si la cause vossible, 
pas seulement exclusive,de la situation présente ne serait 
pas le fait qu'il y aurait trop de détaillants de produits 
de tabacs et qui,absolument,ne tiennent gue du tabac et des 
bonbons ? 

Je ne crois pas qu'il y en ait trop. 

Est-ce gue ce n'est pas possible qu'ten réduisant le nombre 
de ces détaillants de tabac et de bonbons, ceux qui ne ven- 


dent pas autre chose que cela, on puisse réduire le coit de 


tc 


manutention des cigarettes au détail ? 

Je ne crois pas que cela puisse affecter le cofit méme si la 
réduction était possible dans uneproportion de ZX, cela ne 
pourrait pas étre suffisamment considérable pour influencer 


. 


sur le cofit de la manutention. 
On envisage le cas assez nombreux de »versonnes qui tiennent 
un petit magasin de tabac. Est-ce qu'on ne peut pas envisager, 
selon vous, d'aprés votre expérience, que ces personnss au- 
raient avantage & tenir autre chose que des cigarettes et 
pourraient tenir leurs commerces probablement 4 meilleur 
dGompte, avec un profit meilleur par dollar de vente ? 
La, vous me demandez si on suggére de changer un petit peu 


l'aspect économique de notre pays. Je ntai pas assez d'expé- 


rience en économie pour vous dire qu'un marchand de tabac pour-. 
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se ALS DUCHARME 


rait peut-Stre, par exemple, stoccuer de la vente d‘acces- 
soires électriques parce que 18, peut-étre dans cette 
branche du co..merce, vous avez des plaintes qu'il y en a 
dé ja trop de marchands dans le commerce. Alors, quelle 
maniére ou quelle ligne de marchandise suggériez-vous pour 
augmenter leurs ventes ? 

Ja comprends votre hésitation A répondre, je vous comprends 


trés bien, je vous demande simplement si vous aviez une 


opinion 4 ce sujet-1a. 


Me Pu.VREAU, c.r. 

Vous avez demandé & monsieur Duhamel s'il connaft la propor- 
tion de ceux des marchands dont le gros des ventes consiste 
a vendre des cigarettes et du tabac parmi les 27,000 débi- 


tants dont il a parlé et dont parle son mémoire ? 


Monsieur DUHAMEL: 


Non, je ne suis pas au courant. 


Me FaVREaU, c.r. 

Pensea-vous que c'est la majorité ou la minorité ? 

L2 majorité des 27,000 débitants vendent surtout de la 
cigarette et du tabac. 

Vous dites qu'il y a 27,000 débitants et que dans ce nombre 
65% de leurs ventes consisteraient en tabac et confection, 


environ 65%. Est-ce que vous pensez que ctest la najorité 
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Anib= DUCHARME 


ou la minorité de ces 27,000 détaillants dont parle votre 
mémoire dont les ventes dans le tabac est 65% des produits 
qu'g1ls vendent ? 


2 


Crest la majorité. 


Est-ce que je peux vous demander une autre question, est- 


ce la grande majorité ou environ 50% ? 


Monsieur LaDOUCEUR: 

Je calcule que c'est la grande majorité et personnellement 
les ventes de tabac et de cigarettes est de 71% de notre 
commerce. 

Me GERIN-L..JOIE: 

«. propos de changements dans l'torganisation de notre 
économie, est-ce que vous ne croyez pas que ctest la libre 
concurrence qui depuis toujours ou disons depuis cinquante 
(50) ans permet le fonctionnement, les méthodes de ventes 
et de distribution de produits et que sans cette concur- 
rence on ne favoriserait pas un développement de méthodes 
nlus écononiques ? 

C'est cela gui est votre question ? 


Orsyez-veus cuten contrdélant les prix cela ne nuirait pas 


au développement des eine plus économiques pour la 
distribution des produits ? 

Je ne le crois pas. 

Gst-ce que vous croyez que des nesures de fixation devraient 


— 


6tre générales ou croyez-vous que la politique de fixation 
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#1lhl7— DUCHARME 


des prix devrait s’appliquer 4 tous les produits ou seule- 
ment les cigarettes ? 

Je crois, dtailleurs, je vais mten tenir au domaine des 
cigarettes connaissant trés peu les autres lignes et pour 

ne pas dire que je ne conneéis pas du tout. Gn autant que 
nous sommes concernés 4 aller jusqutau monent ot cette légis- 
lation-1l& est venue en effet, tout allait bien. Depuis ce 
temps-14, tout va mal; tout ce quton fait, f'est que nous 
constatons que cela va mal. Si cela allait bien, vous le 
sauriez. Je ne peux pas dire que la fixation des prix 

était mauvaise. Si cette fixation des prix a été mal, ctest 
peut-Stre pour le fonctionnement de d'eutres lignes mais pas 
dans le domaine de la cigarette car 14 je maintiens que la 
fixation des prix était une bonne chose. 

Il y a un autre aspect que la Commission doit prendre en 
considération. Vous dites que le changement de loi a pro- 
duit un malaise dans ce commerce mais est-ce que ce malaise 
chez le commercant n'a pas eu ume compensation ou n'a pas 
été un bienfait pour le consommateur ? 

Si ctest votre question, je comprendrais mal l'économie d'un 
pays qui sacrifierait sur le profit légitime d'un marchand 


pour ta&cher de réduire le cofit de la vie. Il me semble que 
chercher de midi A guatorze heures de spéculer sur le fait 
que des gens vont travailler, vont investir une fortune pour 


réduire le cofit de la vie des autres. Je trouve que cela nta 


pas de sens. Voulez-vous dire que si le marchand .... 
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=i,18-" DUCHARME 


Me FAVREAU, c.r. 

Ce n'est pas une suggestion, c'est une question que Me 
Lajoie pose. 

R Ke réponds, je ne peux pas concevoir ga. Vous mentionniez 
tout & l'heure une chose et je répondrai que stil y a du 
développement dans l'industrie 4 cause de la libre entre- 
prise et de la concurrence, c'est que les compagnies qui 
ont pu ainsi se dévelopver, cela a été d& au profit que ces 
compagnies ont pu faire. Si une compagnie ne fait pas de 
profit, elle ne peut pas se développer. 

D Si un commergant peut vendre avec un profit moindre que 
l'autre et gagne sa vie quand méme, est-ce que vous ne trou- 
vez pas que c'est une bonne chose de sten tenir & la libre 
entreprise ? 

R Cela peut Stre une bonne chose Gans certains cas. 

D | Si vous avez la fixation des prix, est-ce que cela ntenpéche- 
rait pas cette concurrence qui est 1'&me de 1'tentreprise 


libre ? 

R Il y a un point de saturation dans les deux sens ou vous 
avez des ventes trop chéres et 14 ot vous avez des ventes 
trop bon marché. 


D Dans un régime de libré entreprise, est-ce que cela ne doit 


pas tre en vertu de la loi de l'toffre et de la demande ? 


« 


R Non, parce que dans un sens oti la demande dépasse l'offre, 


Proce 
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> Lh L9= DUCHARME 
L'Btat a jugé qutil était & propos de protéger le consomma- 
teur par des plafonds de prix et une législation A cet effet 
et°ici, dans le cas qui°nous concérne, l'toffre dépasse la 
demande mais 1A on ne fait pas ltinverse; 1'Etat trouve que 
ctest sage de ne pas légiférer dans un tel cas. 
Maintenant, je vais vous poser quelques questions portant sur 
les termes de votre mémoire. Ltdssociation que vous représen- 
tez ou les deux (2) associations représentent des grossistes 
et des distributeurs de cigarettes et autres produits de tabac. 
Est-ce que d'abord vos «sssociations sont des associations 
légalement constituées ou des associations simplement spon- 
tanées sans constitution civile ? 
Voici, nous faisons un travail pour l*incorporation des deux 
associations; nous avons une élection annuelle. 
Depuis guelques années, du moins ? 
Depuis 1932 ou 1933. 
Dans les deux associations ? 
Oul. 
Avez-vous une liste de membres ? 
Oui: 
Est-ce que vous payez une contribution pour $tre membre ? 
Oui, nous payons une contribution. 
Parmi ces membres qui font partic de vos associations, est-ce 
que vous vendez que des cigarettes et des produits du tabac 
ou d'autres produits également ? 
D'autres produits aussi. 
Est-ce que la vente de cigarettes et de tabac est la majorité 


de ce que vous vendez ? 


Oui, le tabac forme le plus gros montant des ventes et ensuite 
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-1420~- DUCHARME 
vous avez les confiseries. Habituellement, le distributeur 
de tabac en gros t&che de répondre 4 tous les besoins du 


restaurateur pour les divers produits tels que du papier, 
les sacs, du chocolat, des confiseries et puis des produits 
de tabac et autres lignes qui se rattachent au restaurateur. 
avez-vous une idée de la valeur, de la part du commerce du 


tabac dans tout cela, du pourcentage de la valeur du tabac 


comparé aux autres lignes ? 


Monsieur LADOUCEUR: 
Les ventes consistent en 71% de tabac, 24% de confiseries 


et 5% de divers. 

Monsieur DUHAMEL: 

Ctest & peu prés la réponse que je donnerais, la moyenne. 

Me FPaVREaU, core 

Est-ce gue tous vos membres se limitent 4 distribuer aux 
adétaillantssimplement le genre de marchandises que vous 
revendez ou s'il y en a qui sont intéressés 4 vendre d'autres 
lignes ? 

Monsieur LsaDOUCEUR: 

Il y a les magazines quton ne vend pas. 

Me FuVREaU, c.r. 

Vous ne vendez pas seulement aux restaurateurs ? 

Monsieur DUHAMEL: 

Qui, et aussi aux garages et aux marchands généraux, enfin... 
Monsieur LADOUCEUR: 

On vend tout ce qu'il faut dans un petit restaurant. 

Me FaVREAU, c.r. 


C'est pour cela que je demandais tout a l'heure si vous croyez 
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~ -1L421= DUCHARIME 
que la majorité des 27,000 détaillants faisaient du tabac 
et des cigarettes le gros de leurs effaires; je vous 
demande si votre proportion de 71% et de 29% peué également 
sfappliquer au commerce fait par les 27,000 détaillants. 
Monsieur DUHAMEL: 
a ltoxtérieur de Montréal, les problémes sont peut-Stre 
différents parce que 1&4 vous allez 4 la campagne ene 
avez beaucoup de marchands qui vont vendre des magazines, 
des journaux et qui vendent du tabac. Vous avez de ces 
marchands dans toutes les parties de la province et vous 
demandez quelle est la proportion ei nombre ot le commerce 
est surtout le tabac ? 
Vous avez dit qu'il y avait au moins une magorité, quelqu'é- 
tait son importance, dont le commerce de tabac est le plus 


important, dont la vente de tabac est la principale occupa- 


tion, c'est bien cela que vous avez dit ? 

Oui, c'est cela. 

Mc GSRIN-LaJOIZ£: 

w ka preniére page, au bas, vous parlez de la concurrence 
déloyale dont sourfrent les débitants de tabac de la part 
des commergents qui ne sont pas des détaillants réguliers 
de cigarettes. Qutest-ce gue vous entendez par concurrence 
déloyale ? 

Voici, quand un conpétiteur vend moins cher qu'on peut 


acheter, 18, c'est une concurrence déloyale. 


Si celui-14 achéte moins cher que vous pouvez acheter, ce 
ntest nas peut-Ctre déloyal ? 


Ma réponse est que lorsqu'un concurrent vend meilleur nagché 
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eee DUCHARME 

gue je peux acheter, c'est une concurrence déloyale. 

as nécessairement, ce n'est vas de la concurrence déloyale 
de la part de l'autre détaillant ? 
Eu autant que je vends un produit et si mon compétiteur peut 
le vendre & tieilleur marché et fait encore un profit, 1a 
c'est de la concurrence légitine, mais s'il vend son produit 
a meilleur marché que moi je peux l'tacheter, je dis que c'sst 
une concurrence déloyale. 
Jc vous ai demandé cela simplement pour éclaircir ce que vous 
entendiez par cette expression ? 
Je comorends, s'il vend &@ meilleur marché que moi, que je 
puis acheter moi-méme, je dis que c'cst déloyal. 
Quand vous parlez des lourdes pertes financiéres aux membres 
de votre Association, voulez-vous dire des profits moindres 
que les années précédentes ou voulez-vous dire autre chose ? 
Je veux dire autre chose. 
Voulez-vous l'expliquer 4 la Comission, stil-vous-plaft ? 
Quand les gens ne sont pas capables de payer leurs coptes, 


les grossistes perdent de la mnarchandise et ils perdent 


également la taxe qui a été payée. Le grossiste doit perdre 
cette taxe parce qu'en some, la taxe fédérale est incluse 
dans le prix de la marchandise payée aux manufacturiers et 
alors, le grossiste non seulement doit perdre la marchanaise 
mais il perd également la taxe, laquelle il ne peut pas 
réclaner et il se trouve, par le fait uése, & faire une perte 
nette. 

Pouvez-vous dire dans quel ordre, dans quel degré; pouvez- 


vous nous citer des cas concrets ? 
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~1423> DUCHaRLE 

Je ne suis pas préparé & domer des chiffres ou pourcentages, 
je ne les posséde pas, mais si d'autres les possédent .... 
Vous ne pouvez pas donner de précisions ? 

Pour t&cher d'analyser la situation, je vais me mettre un 
petit peu vis-a-vis un"tobaconniste,"*ce qui est le cas pour 
un grand nombre. Jc vais vous parler de mon cas. Je fais un 
sacrifice financier de venir ici aujourd'tu.ui représenter nes 
confréres car j'ai une petite organisation, je fais partie 
d'une: netits organisation dont ma part est de 25%. Je 
représente donc 25% de l'actif de mon organisation. «Alors, 
vous pouvez comprendre que je ne suis pas & méne dtavoir, 
comme dans bien des cas, ot il stagit de grosses organisa- 
tions, de grosses industries, des chiffres et renseignements 
au bout du doigt. I1 faut t&cher de le faire au meilleur de 
ma connaissance, de donner des chiffres approximatifs et ces 
chiffres ont été compilés & bréve échéance. On fait cela, 
ces démarches ici, pour le bien des membres de l'association. 
Nous avons fait ici des démarches dans l'intérét de nos 


confréres des Associations et cela a été un sacrifice pour 
tous ceux qui sont ici aujourd'hui. Ilya bien des questions 
anxquelles je ne peux pas répondre et ce ntest pas de la 
mauvaise volonté, ctest qu'on nta pas les renseignements 
voulus. 

Les pertes dont vous parlez, ce sont des comptes qui ne 

sont pas payés ? 

Oui. 

Vous ntavez pas dtidée tout de méme , pour la derniére année, 


pour 1953, durant l'exercice financier de cette année-14 ? 
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~slhehe DUCHARe 
four I"exercice financier de 1953, je ne le sais pas, 
seulement les derniers mois ct je ne sais pas stily a 
d'autres membres qui ont des rapports des pertes financié- 
res & produire. 
Monsieur LADOUCEUR: 
Il y a un petit recensenent qui a été fait parmi les gros- 
sistes au sujet des faillites en 1953. 
Me F..VREaU » Cele 
Vous parlez de clients des deux associations réunies ? 
Non, les pertes subies var les grossistes, les détaillants 
qui ont failli. Voici, j'en ai pour trois (3) grossistes, 
en 1953, couvrant la période de 12 mois, il y a eu 


$4,159.93 de faillites. 


Me PsaQJL GERIN-L.aJOIE: 


Pour un grossiste ? 

Oui, un grossiste pour 12 mois. 

Pour un chiffre d'affaires de combien, avez-vous une idée? 
Cela, par exemple, je ne l'ai pas demandé, mais pour 1954, 
le méme grossiste couvrant la période de 4 mois, qui est 
un tiers de l'année, il y a eu pour $5,245.77, ce qui fait 
une augmentation de 25% ou & peu prés dans lL'espace de quatre 
mois. 

Me FaVREAU, cer. 

Vous avez pris le total de 4 nois et nultipliez par trois ? 
Non, le total pour 12 nois, en 1953 a été de $4,159.93. 

Et en 1954, alors, pour 4 mois ? 

Monsieur DUHsMSL: 


Pour quatre (4) mois seulement, il y a eu pour $5,245.77. 
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= eh Jha DU CHARMS 

Me FaVREaU, c.r. 

Cela fait aesinout 400% ? 

Monsieur LaDOUCEUR: 

Si vous faites la pwoportion, cela représente 4 peu prés 
$15,000.00 au lieu de $4,000. J'ai ici un deuxiéme gros- 
siste, en 1953, il a eu pour $832.55 de faillites; en 1954, 
$2,272.72, pour quatre (4) mois , aussi comparé au 12 nois. 
Rour un troisiéme, vous avez en 1953, pour la période de 

12 mois, $251.51 et en 1954, pour quatre mois, $993.49. 

Me PAUL GERIN-LAJOIS: 

Pendant que vous doinez ces explications, monsieur Ladouceur, 
avez-vous raison de croire que les faillites ne se produisent 
pas plus pendant les quatre (4) premiers mois de l'année dans 
ce genre de comuerce que pendant les huit autres nois ? 
Monsicur LaADOUC EUR: 

Non, les faillites dont je parle, sont & la cause de 

manque de fonds; ce ne sont pas des*estinés® . 

Me FAVREAU, c.r. 

Vous ne savez pas combien de faillites cela couvre, cela ? 
Monsieur LADOUC EUR: 

Non, je ne pourrais pas dire. 

Me GERIN-LaJOIG: 

D Vous ne savez pas non plus si ces faillites sont dans des 

comierces ou on faisait affaires seulement dans le tabac et 
les bonbons ? 


R Monsieur LaDOUCEUR: 
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m1 26—: DUC Hage 

C'est assez difficile 4 faire la dénomination, mais ce sont 
des clients 4 qui on vend des produits de tabac et de res- 
taurant, ctest 4 peu prés le principal commerce. 

Me GERIN-LiaJOIS: 

Sauf dans certains masasins comme des restaurants, vous ven- 
dez, par exemple, & ces magasins-1l4 des cigarettes qui ne 
constituent pas ou qui ne constituent qu'une partie proba- 
blement trés minine de leur commerce alors qu'au magasin de 
coin cela formerait une grande partie de leur commerce ? 

Dans notre cas, c'est difficile de l'établir et puis dans 
les magasins & chafnes d'épiceries, nous ne vendons pas mais 
nous vandons dans dtautres cormerces oti, corie vous dites, 
le tabac n'est pas la marchandise principale. 

Me GERIN-LAJOIEB (& monsieur Duhane 1}, 

Parmi les renseignements obtenus du Directeur des Enquétes 
et des Recherches, il y a celui-ci , quand la Colombie Bri- 
tannique les grossistes ont passé une partie de leur marché 
sans profit aux détaillants; croyez-vous que cela est possible 
dans la province de Québec ? 

Je ne crois pas que cela soit possible nulle part au pays. 
Comment expliquez-vous que cela s'est fait en Colombie-Bri- 
tannigue ? 

Crest ce qui a été trés mal ce qui est arrivé en Colombie- 
Britannique. Dtaprés les renseignements que je posséde, ce 
qui est arrivé en Colombie-Britannique, c'est que des gros- 


sistes ntont pas simplement fait faillite, ils ont simplement 
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=1Lh27—- DUCHARME 
donné leur commerce. Ce sont les rapports que j'ai eus 
due wheat: grossistes ne se sont méme pas donnés la peine 
de faire faillite, dans certains cas, ils ont sinplement 
donné leur commerce pour rien & cause de la compétition 
que vous mentionnez 14. 
Entre les grossistes ? 
Oui, ctest juste. 
& Toronto, il a été suggéré que des coopératives, des genres 
de coopératives soient crées pour faire face 4 la concurrence 
qui s'était produite spécialement dans le commerce du tabac; 
croyez-vous que cela serait un reméde chez vous ? 
Je crois que ctest 1A une impossibilité, parce que le réle 
gue nous jouons dans le commerce est un réle de distribution. 


Que ce soit une coopérative ou un autre genre de commerce, 


nous jouons le méne réle 14 encore et je dois ajouter que 


ces coopératives doivent engager des capitaux élevés et ils 
doivent avoir des employés et qutils ont les mémes frais de 
distribution et qu'ils ont le méme coft au marché que nous 
avons nous-autres mémes. Je crois meme qu'il serait encore 
plus dispendieux de vendre de cette fago n parce que nous 
divisons nos dépenses de revente par le nombre d'tarticles que 
nous véndons, alors que chaque manufacturier, dans ce cas, 
serait obligé dteller directement chez le marchand lui vendre 
et lui livrer la marchandise et il ne peut pas augmenter le 
prix des marchandises. Le probléme en est un de distribution 
et il ne serait pas économique la distribution soit fiate 


par les manufacturiers. 


L'cxpérience de cette coopérative est qu'on peut de cette 
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“=1Lh28< DUCHAGIE 
fagon diminuer le cofit de distribution ? 
Je crois que cette expérience est une exception qui ne peut 
6tre générale. C'est comme je viens de le dire, ctebt comnue 
la coupe des prix, c'est une perte car il ne servirait & rien 
de vendre pour $1,000.00 de marchandises pour ne réaliser 
qu'un dollar de profit, car 18, toute entreprise perdrait de 
l'argent. 
Vous mentionnez & la page 3, au bas de la page, dans votre 
mémoire :® En utilisant la vente des cigarettes a prix coupés 
comme app&t pour la clientéle, les magasins & succursales st 
autres ont réalisé un fort volume d'affaires, au détriment 
de leurs compétiteurs®. Vous n'avez pas de chiffres sur 
cette question ? 
Oui, j'ai des données sur cette question. Voici, en 1952, 
les chafnes de magasins vendaient 1.8%, c'cst-&-dire c'est 
approximatif, ce ne sont pas des chiffres officiels de toutes 
les compagnies, mais je crois qu'on arrive 4 peu prés au méme. 
Voulez-vous dire o¥ vous prenez ces chiffres-1a ? 
Non, je ne peux pas le dire, mais si un manufacturier veut 
Le: Cire: .siss 
Ce sont des chiffres d'un manufacturier ? 


Oui, je crois que nous avons combiné quelques marques et nous 


en sores arrivés & peu prés aux ménes chiffres avec décimales 


prés. 


Ces chiffres seraient respectivement des chiffres fournis par 


un manufacturier ? 


Oui, et d'aprés ces chiffres, la vente de cigarettes, en 1952, 
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=1h29—" DUCHARMG 
dans les magasins & chaines, elle aurait été de 1.8% suivant 
le total des cigarettes vendues par ces chaines, c'est-&-dire 
en 1952, la chaftne de magasins vendait 1.8% des ventes di- 
verses. En 1953, ce chiffre a 6té porté & 3.1% st n 1954, 
les cigarettes ont formé un total de 3.7% de la vente totale 
et de la fagon, @ l'tallure qu'on y va, on y vendrait un pourcen- 
tage de 12% de la vente total,e ce serait le pourcentage que 
les chafnes de nagasins vendent aux Etats-Unis. Otest la 
tendance actuellement, par les chafnes de mnagasins au Canada, 
qui actuellement, prermnent les mémes moyens pour vendre des 
cigarettes dans leurs magasins. 

D Ctest bien & cette situation que vous référez au bas de la 
page 3 lorsque vous dites :" Les magasins & succursales et 
autres ont réalisé un fort volume d'affaires au détriment de 
leurs compétiteurs®. Vous ne varlez pas du fort volume en 
général ? 

R Oui, ctest possible aussi. 

D Sur l'augmentation du chiffre d'affaires des magasins 4 
chafnes, vous n'avez pas obtenu de chiffres des magasins 
Steinberg, «atlantic & Pacific, etc., vous ntavez pas de 
données sur le chiffre de leurs affaires dans la vente des 
cigarettes ? 

i Non, je ntai pas de données. 

Me FaVrgau, c.r. 


D Leurs ventes de cigarettes ont effectivenent augnentées ? 


R Oui. 
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pe pe DUCHARME 
Mais vous ne pouvez pas dire si c'est dans la méme propor- 


tion, que le chiffre d'affaires de ces magasins-14, dans la 
vente des cigarettes, a augmenté ? 


Non, mais je crois que j'ai vu en quelque part en des recher- 
ches faites, une question & cet effet-14 , nais je ne la 
posséde pas. 

Me GERIN-LiJOIG: 

Ce que vous affirmez, si je peux comprendre le premier para- 
graphe complet de la page 4 .... 

Monsieur LADOUCEUR: 

J*‘ai un rapport d'un magasin, un rapport confidentiel. En 
1953, les ventes aux chafnes de magasins, co:marativement a 
1952, sont au-delA de 300%. 

Me GERIN-LaJOIa: 

Dans les cigarettes ? 

Monsieur LADOUCEUR: 
Oui, dans les cigarettes seulement. 

Me GERIN-LiJOIE: 

Jiu bas de la page 3, vous dites :*® En utilisant la vente des 
cigarettes & prix coupés comme appt pour la clientéle, les 
magasins & succursales et autres xe réalisé un fort volune 
d'affaires, au détriment de leurs compétiteurs. Si les 
magasins & succursales avaient été seuls 4 couper le prix des 
cigarettes, cela aurait été un avantage permanent, mais, ...® 
Quelle est votre interprétation, monsieur Ladouceur ? Vous 
dites que ce fort volune d'affaires a été fait au détrinent 


de vos compétiteurs. 


Monsieur LaDOUCEUR: 
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“-L431- DUCH.ARME 
Crest bien cela. 
Me GERIN-LaJOI: 
C'cst pour le domaine des cigarettes ou si ctest pour toutes 
les ventes en général ? 


Monsieur DUHAISL: 

Non, nous nous en sommes tenus au volume dans le domaine de 
la cigarette, et ctest pourguoi j'ai cité, j'ai donné des 
chiffres totaux d'aprés ce que nous connaissons et ce domaine 
est le seule domaine que nous connaissans, le domaine de la 
cigarette. 

Me GEZRIN-LaJOIE: 

Ala fin du méme paragraphe, pouvez-vous nous dire quelle 


est la proportion des 67,000 débitants que vous mentionnez 


dans votre mémoire qui dépendent de la vente des cigarettes 


pour vivre ? 
Monsieur DUHAMEL: 

Monsieur Ledouceur pourrait vous répondre & cette question. 
Me GERIN-LAJOIE (& monsieur Ladouceur: 

Pouvez-vous nous dire quelle est la proportion des 27,000 
débitants qui sont mentionnés dans le mémoire et qui dépendent 
des cigarettes pour vivre, de la vente des cigarettes ? 
Monsieur LsiDOUCSUR: 

On a dit que la majorité d'cecux étaient des vendeurs de tabac, 
et la majorité est encore plus forte pour ce qui est du tabac 
parce que le magasin de tabac, en général, laisse ses portes 
ouvertes jusqu'a neuf heures ou neuf heures et demnie (9.30) 

le soir et alors un consommateur peut y aller chercher un 


paquet de cigarettes ou un "coke®, tandis que dans les chafnes 
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—1h32-. DUCHARME 

& magasins, ces magasins sont fermés a heures fixes et beau- 
coup plus &4 boune heure. 
Me GERIN-LaJOIG : 

Est-ce gue la pharmacie n'cst nas ouverte jusqu'A onze (11) 
heures le soir ? 

Oui, mais le pharmacien ne donne pas de crédit comme dans le 
petit magasin. 

Me GHERIN-LaJOIi: 

Etes-vous bien sfir que le pharmacien ne donne pas de crédit? 
Monsieur LaDOUCHUR: 

Possible, voici, en général, il peut y avoir certains cas 
particuliers ot les clients seraient trés connus, mais pour 
arriver avec un petit marchand qui a un livre ot est marqué 
ce que vous achetez a chaque jour, comme vous le vorez souvent 
chez le détaillant, je n'ai jamais vu un tel état de choses 
chez le pharnacien,. 

Me GERIN-LAJOIZ: 

Maintenant, au bas de la page 4, vous semblez prendre l'intérét 
au Trésor Provincial mais est-ce que vous ne croyez pas que 
l'augmentation des ventes de cigarettes a dfi se manifester 
dans les revenus de 1a Province de Québec, tel gutil l'a été 


admis par monsieur Gorfinkel aprés-midi; cette augmentation 
a entrafné une augnentation des revenus dans le Trésor Froviz- 
cial de Québec ? 

Si je comprends que cela a entrafné .... ? de ne peux pas 


dire s'il se vend plus de cigarettes. 
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~1433-~ DUCHARME 
alors, est-ce que vous tenez toujours 4 cette information; 
si je cotiprends bien, ce que vous voulez dire lorsque vous 
dites que le Trésor Provincial se trouve & souffrir de la 
situation qui se manifeste depuis un an ou un peu plus .... 
Monsieur DUHaMEL: 
C'est-a-dire qu'il ait A souffrir, je ne suis pas prét a 
dire cela, parce que je ntai nas les chiffres du Trésorier 
Provincial, mais j*imagine que stil s'est vroduit plus de 
faillites, cela n'a rien ajouté au Trésor Provincial. MI1 
est indéniable que plus il se vend de cigarettes, plus le 
Gouvernenient Provincial et le Gouvernement Fédéral récoltent 
des taxes, varce que, comme vous le savez, la taxe sur le 
tabac est trés élevé. Mais, je dirais que ces deux (2) 
gouvernements ou plutét le Gouvernement de la province de 
Québec a certainement perdu quelque chose @ cause des fail- 
lites et si l'état actuel n'était pas survenu, je suis cer- 
tain qu'il y aurait eu moins de faillite et moins de perte 
pour tous ceux concernés. 
Vous ne pouvez pas dire si la vente des cigarettes, le 
volume augmenté, n'est pas attribuable en partie 4 ces prix 
coupés ? 
Je n'ai pas de chiffres A cet effet-14, mais je ne le crois 


pas que l'individu va fumer plus de cigarettes parce que le 


prix est moins 6levé. Si je prends un groupe de mes anis 


et le public en général, comme preuve 4 l'tappui, ce ne serait 
pas parce gue vous payez les cigarettes 33 cents au lieu de 
37 cents que vous allez en fumer plus. Je ne crois pas que 


celui qui paie meilleur marché en fume plus 4 cause du prix, 
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=1434,- DUCHALME 
car il n'cst pas pour se rendre malade 4 fumer simplement 
parce qutil va les payer meilleur marché, & moins d'un 
patriotisme exagéré en voulant gonfler les fonds de nos 


gouvernenents. Je ne crois pas que ce soit 14 une raison, 
Vous souvenez-vous quand la taxe fédérale était plus élevée, 
qu'clle l'cst actuellement, sur le tabac et que l'argument 
qui a été amené contre la taxe, c'est que cela allait diminuer 
1a vente des marchants de tabac et parce fait, le Trésor 


recevrait moins d'argent ? 


Jc me souviens qutil y a eu des représentations 4 cet effet 
faites & Ottawa et, comme je dis aujourd'hui, il y a un roint 
de saturation et 14 la vente de cigarettes tombe. 

Vous parlez de faillites de débitants et de diminution de 
débitants, ne croyez-vous pas que le nombre de débitants de 
tabac dans la province de Québec n'est pas trop élevé pour 
les exigences générales de la population ? 

de ne le crois pas. 

Maintenant, & la page 6, il y a quelque chose d'assez original 
sur lequel vous pourriez certainement donner quelques expli- 
cations dans la proposition que vous formulez. Est-ce guten 
définitive, cela ne reviendrait pas & permettre des coalitions 
ou monopoles entre les détaillants de tabac en les incluant 
dans les mémes exceptions ou les mémes associations, tels cue 
les syndicats et les unions ouvriéres et 1&8 vous citez l'ar- 
ticle 498 de la Loi des Coalitions ? 


Vous me demandez si ce ne serait pas ... Vous me demancez 


mon opinion si avec cela ga ne créerait pas un monopole ? 
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-1435=:~ DUCGHAnME 


Non, je crois qutavec la loi existante on est 4 créer des 
monopoles, en élininant l'indépendant, il reste alors seule- 
ment le gros et vous créez un monopole. 

De cette fagon vous permettez aux détaillants de se liguer 
pour fixer un prix entre eux ? 

Non, nous suggérons, comme cela existaht avant la section 498, 
qu'il y ait un pourcentage de fixé, un profit raisonnable, 
pour que les détaillants soient intéressés 4 vendre les pro- 
duits. Voyez-vous, nous sommes intéressés 4 ce que le 


marchand, le détaillant fasse un bénéfice raisonnable et il 


faut également que le grossiste en fasse un lui aussi. 


brétendez-vous que cela serait bon pour tout le commerce en 
général ou si vous faites une exception pour le commerce du 
tabac ? Dites-vous cela pour tous les domaines ? 


¥robablement que ce serait bon pour tous les commerces, seule- 


ment je ne peux pas prendre la part du manufacturier, ce n'est 


pas mon réle. Je ne vois pas gue cela puisse faire du tort 


a 


de laisser un profit trés légitime A chacun. La compétition 


existe encore sfrement et dans les prix c'est seulement c'est 


a 


seulement un aspect de la compétition parce que la conpétition 
ne devrait pas tre basée seulement sur les prix. 

Dans ce domaine, est-ce qu'il y a autre chose que les prix ? 
Il y a la qualité du service, l'accommodation. 

Quel service ? 


Les services que rendent les marchands. 


Voulez-vous dire les heures dtouverture et de fermeture ? 
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~T436- DUC Haiti 
R Oui, et la variété des marchandises corme des bonbons, des 
magazines, des journaux que vous allez trouver dans les 
magasins de ces petits marchands-1l4 et la vente de ces ar- 
ticles n'est pas toujours payante; le marchand, souvent, 
tient ces marchandises nour accommoder la population, pour 
le bienfait de ses clients. 
D Le profit reaisonnable, coyrez-vous qu'il peut étre 
fixé avec justice justement vour donner aux détaillants 
absolunent les mémes niveaux de profit, par exemple trois 


cents par paquet de cigarettes, pour donner un montant ? 


Ne croyez-vous que par une juste concurrence, une meilleure 
administration que ceci peut permettre 4 un détaillant de 
se contenter de deux cents de profit alors qutun autre dé- 
taillant veut trois cents ? 

R Voulez-vous dire que celui gui est capable de vendre 4 un 
prix moindre que les'‘autres et qui serait satisfait de ce 


prix-1a ? 


D Est-ce que vous laisseriez 4 un organisme gouvernemental 


déterminer cette facon de baisser les prix ? 


R Je crois que si vous considérez le cofit de la vie actuelle, 


dans ltapprovisionnement et dans toutes ses phases, vous 
Observerez quele profit que le marchan& de tabac a sur g6és 
produits est excessivernent minine. Je ne crois pas connaitre 
un seul produit au monde ot le profit est plus bas que cela; 
je ne crois pas qu'il y ait 18 un argument de profit car, 


comme vous le savez, il est trés minine. 


D Vous avez référé tout 4 ltheure au contréle des orix fixé 


pendant la guerre, est-ce quton peut dire que la fixation de 
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-1437-- DUCHAGME 
la marge de profit et des prix 4 cette époque était une 
bonne chose. Nous savons que c'était relativement facile 
parce qu'on connaissait les profits d'avant la guerre, nais 
si on doit employer des contréles gouvernementaux indéfini- 


« 


ment, croyez-vous que cela serait une bonne politique ? 


R Je n'ai pas suggéré un contrdle gouvernemental. 
D Alors, qu'est-ce que vous suggérez ? 
R Je crois gue nous avons fait mention ici, alors que nous 


parlons des manufacturiers. Dens ce mémoire, nous avons 
parlé des producteurs et comme je l'ai dit, jc désirerais 
attirer votre attention 1la-dessus, que cela devrait étre 
"manufacturiers * :* rétablissent la pratique antérieure 


par laquelle les cigarettes pouvaient seulement tre vendues 
par les débitants de tabac, avef une marge de profit qui 
leur olde tee. 4) de rencontrer leurs obligations et gagner 
leur vie.® 

D ..un moment donné, jtai parlé d'organisne gouvernemental et 
14 vous dites que non ? 

R Non, c'est absolument tel que ctest 14. 

D Si vous pernettez indéfiniment aux manufacturiers de fixer la 
marge de profit, est-ce que vous ne croyez pas possible qu'a 
la longue le public ntait plus l'idée des excés de profit ou 
l‘insuffisance de profit ? Si un sonsornnateur paic trente-cing 
cents (.35) pour un paquet de cigarettes, il ne se fera janais 
& ltidée qu'il pourrait l'avoir & trente-quatre (34) cents. 
Ne considérez-vous pas qu'il y gurait lieu de favoriser de 
meilleurs prix par l'amélioration de la distribution ? 


R Coument pouvez-vous favoriser une anélioration de la distri- 
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-1438- DUC Hania 
bution avec des profits moindres, si vous perncttez la coupe 
des OTix. 
Est-ce qu'il ntest pas dans votre expérience, et il y a une 
chose aussi que tout le monde connafit, ctest que dans cer- 
taines lignes ils ont bien amélioré les conditions de ventes 
au détail au cours de longues périodes de temps ? 
kas en ne faisant pas de profit, il est impossible de le 
faire. J'tadmets que dans certaines lignes, il y a eu amé- 
lioration, mais ces gens-1l& ne donnent pas leur profit. 
Le cofit de la vie est beaucoup plus élevé maintenant quten 
1939, malgré toutes les améliorations dans le commerce. 
Je ne parle pas des profits ou de faire des profits, je parle 
de ltamélioration des conditions de distribution, et vous 
admettrez que depuis cinquante (50) ans,les conditions du 
commerce au détail ont changé ? 
Oui, elles ont beaucoup changé. 
Est-ce que si vous baissez les prix, vous ne suivez pas une 
certaine amélioration dans les relations entre détaillants 
et distributeurs ? Stil y avait amélioration entre ces deux 
14, est-ce que cela n'aurait pas pour effet de diminuer les 
prix ? Je ne parle pas de prix gagné, je parle d'une meilleure 
fagon de distribution ? 
Je ne crois pas que changer la méthode de distribution chan- 
gerait grand'chose au profit du détaillant. Dans ce cas, si 
le manufacturier devait faire la distribution, cela augnente 


nécessairenent ses frais et cette augmentation serait subic 
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“1439+ DUCHARME 
par le détaillant et par la suite, par le consommateur. 
Dans le cas des distributeurs actuels, chaque distributeur 
en passant chez le marchand lui demande de mettre telle ou 
telle marchandise en évidence afin qu'elle puisse mieux se 
vendre. Le marchand le fait si la marge de profit est suffi- 
sante, mais si elle ne ltest pas, il est découragé et ne 
cherche pas & vendre ce produit. 
Le fait que dans le tabac les prix sont uniformes dans 1a 
plupart des cas, parce fait il n'y a plus de concurrence ? 
Yous suggérez qu'il y ait entente entre les manufacturiers 
pour leur prix de revente , qu'il soit toujours le méme, je 


ne suis pas au courant. 


> 


Et en fait, étant donné l'égalité de qualité 4 peu prés, 


~ - 


les cigarettes se vendent auxmémesprix. Alors, si le manu- 


. 


facturiecr peut lui-méme livrer la marchandise et peut main- 
tenir son prix au détaillant, est-ce que cela n'emp&che pas 
cette concurrence qui pourrait permettre, & longue échéance, 
de diminuer le cofit des ventes au détail ? 

Non, je me base sur le fait qutavant que cette affaire existe, 
tout marchait pien, et depuis que cela existe, tout marche 
mal et la conclusion est vite donnée; tout marche mal en 
quelque part. 

Vous suggérez l'idée gue la Commission devrait é6tre changée, 
ctest-A-dire la loi, stil n'y a pas d'tautre fagon de régler 
le probléne ? 


Oui, ctest trés bien et jtcn reste 14. Je me base sur les 


constatations. “uparavant, les manufacturiers accordaient un 
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yA oy DUCHARME 
profit légitime qui n'¢était certainement pas trop exagéré 
et aujourd'hui, ils ne veuvent plus le faire et alors, 
vous avez le cahot dans le détail. 
Me FaVREAU, c.r. 
Bst-ce que vous tes bien sfir que cette situation provoquée 
par la réduction des prix de la part des magasins & chaines 
va nécessairenent continuée, en d'autres termes, si ce n'est 
pas payantpour un magasin & chafne, par contre cela augnente 


le montant global des ventes des autres produits, les ventes 


des cigarettes pourront 6tre réduites ? 


Je ne crois pas gue cela soit yayant, nais seulement combien 
de terms pourront-ils 6tre engagés dans cette compétition 
comme celle-18, je ne le sais pas. Mais, il y a une chose 
que l'on sait, c'cst que les narchands indépendants ne pour- 
ront pas indéfiniment endurer le coupe 

Dans le rapport du Directeur des Recherches, & la page 259, 
on constate que les ventes globales desnagasins % chafnes, 


une organisation assez importante en Ontario, en prenant 
pour l'indice 100, les ventes de janvier 1952, on constate 
que les ventes pour 1952, avant la coupure des prix @ at 


Stre 117 des ventes globales. L'indice de mars 1956 aurait 


été de 124. Bn 1953, pour les mois de janvier, février, 
mars et avril, la vente des cigarettes de ce méme magasin 
ont passé de $7,930.00 en janvier & $17,094.00 en avril, 


done ce qui donne un indice d'environ 225 pour mars et 


216 pour avril. Malgré ceci, en 1955, pour le méme mois 
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‘1A I< DUCHARME 
de ventes globales, elles se sont maintenues & un pourcen- 
tage prés par rapport au i01s de janvier. C'test-a-dire, 
je trouve l'indice 4 123 en mars 1952 et si je prends 
ltindice de janvier qui est égal 4 100, celui-ci est porté 
& 123. Et par la suite, je trouve 116, par rapport 4117 
en avril 1952, c'est peut-re des constations que lorsque 
le magasin & chafne devait faire une exqeption 14 et que les 
magasins ont neut-Gtre réalisé qu'il n'y avait aucune propor- 


ea 


tion dans la vente des cigarettes méme faite dans le but 
dtattirer les clients et Ree ee des ventes totales? 

Il y a toujours ce danger de guerre de prix qui n'est pas la 
chose la plus intelligente dans le commerce et il y a des 
considérations pour lesquelles des gens relativement intell®#- 
gents sont satisfaits, malgré ou'un tel état de chosesne donne 
aucun avantage. 

Il se peut gufau début on aitcru que cela améliorsrait le 
service aux clients; cela aurait peut-étre été fait dans 

ce but, pour justifier ce point de vue ? 

No.., je ne peux pas admettre cela, jtai eu des informations 
qui vont plus loin que cela et il y a des membres de notre 
association qui ont également eu des informations qui révélent 


que les magasins 4 chafnes vendent les cigarettes & meilleur 


marché pour attirer la clientéle. 


Ms 


Dens votre opinion, le but des nagasins @ chafnes n'a nas é6t 
seulement d'augnenter les ventes totales ? 

Non, pas d'autre, et je crois que cela a été fait dans ce 
put-14. Cola nta peut-Stré pas eu le résultat désiré, et si 


on faisait un recensement dans la ville de Montréal parmi les 
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wLhh ger DUCHARME 
nagasins gui coupent les prix, il y en a qui seraient 
heureux de revenir & la normale, lorsque la situation sera 
assurée, qu'on reviendrait & l'ancienne méthode. Mais il 
faut penser & qui va en souffrir, ctest le petit marchand 
qui en souffre, ctest lui qui est pris dans cette guerre 


de prix-18, la situation est déplorable, mais elle reste 


1a. 


ET LE DiOSaNT NE DIT RIEN DE FLUS. 


Maurice Guay, 
Sténographe officiel. 
Montréal. 


(Page 1501 follows) 
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Delegation from: BENSON & HEDGES (CANADA) 
LIMITAD. 
Represented oy: John Hugnes, 


Vice-President. 


THE CHAIRMAN: The next presentation for 
today is to oe on oenalf of Henson & Hedges Com- 
pany. 

Mk, MACLEAN: Mr. Chairman ana members of 
the Commission, our firm is represented oy Mr. 
Jonn Hugnes, our Vice-President, and oy me, Alex- 
ander Maclean, Secretary-treasurer of tne Company. 
Do you wish me to proceed py reading the letter? 

Thea CHAIRMAN: You were here wnen the other 
oriefs were presented, so if you follow pretty 
mUCI Che Bane Pracuice. 

MR. MACLEAN: This letter is addressed to 
Mr. ¢C. Rhodes Smith, Chairman, Restrictive Trade 


Pra 


ie: 


tices Commission, Room 451, Justice Building, 
Ottawa, Ontario, 
"Dear Sir: 

"We are very glad of tne opportunity 
afforded us to appear before your Commis- 
sion to present our views on the question 
of loss-leader seiling as it relates to 
tne tooacco industry. First of all. we 
would like to congratulate the Director 
of Investigation and Rescearcn on the 


excellent job he has done of collecting 
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facts as contained in the vooklet you have 
made avallavie to us. Tne detailed infor- 
mation contained therein snould ce most 
useful to the Commission in ivs study of 
the hignly controversial suoject of loss- 
leader selling. 

‘we understand that you are more 
interested in facts than opinions, but as 
manufacturers we are not in a position to 
quote detailed facts and figures or to re- 


fer to particular cases, nevertneless we 


0) 
He: 
OQ 
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hope that we may oe of some small assist 
to the inquiry py giving our opinions voased 
on our cwn experiences. 

"Our firm is one of tne smaller manu- 
facturers in tne tovacco industry and while 
we’ manufacture all three types of tobacco 
products (viz. cigars, cigarettes and smok- 
ing tovaccos), cigars account for tne major 
part of our sales and tne cigarette side 
of our ousiness is relatively small. None 
of our cigarette orands has been considered 
of enough importance to find a place in 
the list of standard orands found on page 
205 of tne Director's survey of cigar- 
ettes, although tne list contains the 
names of seventeen other vorands. 

"As far as cigars and si#oking tobac- 
co are concerned, to the oest olf our Know- 


ledge, there nas peen little or no price 
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cutting and most retail sales are still 
being made av tne manufacturers' suggestea 
Selling prices. Psrnaps the reason for 
this relatively nappy stave of affairs is 
that cigar ‘prices, *to use the seconomist's 
term, nave always tended to ce ‘customary’. 
& ten Cent’ tipar we & ten cent cigar ana 
if sold at*any other price will now sell 
as well. A five percent reduction in 


price to 9s cents Tor example would repel 


THE CHAIRMAN: what would a 55% cut ao? 

MR. MACLEAN: I am coming to tnat: tunere 
are. 5¢" Cigars 

THE CHAIRMAN: A cnange in price would not 
have maucn effect e- Yar --= it’ is-rather difficult 
if you are puying one cigar to get cnange, but 
Suppose the retail price was 5¢, would tnat in- 
erease the sale of those cigars, or would it have 
no. effect? 

MR. MACLEAN: I think it would increase the 
Saic. 

THE CHAIRMAN: That is wnat I woulda think. 


MR. MACLAAN: Because it would widen tne 


"This truth has been amply oorne out dur- 
ing tne past ten years. Rising costs of 


production and heavier excise taxes 
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forced up the price of tne pre-war five 
cent clgar in successive stages, first to 
6 cents, then to 7s cents, next to 3. for 
25 cents, then to 2 for 19 cents and in 
1949 to 10 cents. For a short time some 
prands (none of our's) were priced at 11 
cents but since 195e all major orands nave 
been selling ab lO cence, ay that partvicu- 


lar range, sales nave picked up consider- 


aoly since this convenicnt price has again 


THE CHAIRMAN: You mean most vorands of 
are now seliine At une xevallooriece or Log? 


MR. MACLEAN: In that range; the cigars now 


THe CHATRMAN: And 2 for 357 
MR. MACLHAN: Yes. 


THS CHAIRMAN: And 50¢g eacn. 


MR. MACLEAN: ‘On tné otner nand it may 
be that oecause cigars do not have a wide 
eeneral appeal they do not lend themselves 
tO cut price tactics of merchandising 
ana are therefore nov suitavle for use 
as loss-leaders." in any event we have 
neard no complaints of cigars oving 
sola at cut-rats prices. 

"Cigarettes on the other nana 


are diiferent and the standard pack of 
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20. has. not sold at a ‘customary! price 

since oefore tne war wnen 20 for 25 cents 

was the rule. In those days there was no 
price cutting problem Sut since the price 
left the ever-money level and since the 
aoolition of price maintenance, the shaving 
of a penny or two from the regular price 
has no douot proved an attraction to some 
consumers.) Cigarettes, unlike cigars, 

also nave a wide peneral use and tnerefore 

are ideal as loss-leaders." 

THE CHALRMAN;: Are you meaning to infer by 
that paragraph that for years: prior to the apneli- 
tion of price maintenance tne price-cutting prac- 
tice was prevalent? 

MR. MACLBAN: Lt wasn't. 

TH CHALRMAN: Aré you saying it was? 

MR, MAULSAN;: No. 

THe CHALRMAN: secGuse your paragraph deals 
with the days vefore wne war, and you say the 
price nas not oeen customary since vcefore tne war 
when the price was 20/25¢, and since the price 
left tne even-money level. Well, it left the even- 
money level during the war. 

MR, MACLBAAN; Yes. 

THE CnhALTRMAN: Do you mean voetween LTairly 
early Ant theywarecand. the avsolition of price main- 


tenance in 1951 there was price-cutting on a 
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MR. MACLEAN: No, I mean the two factors in- 
volved: wWe used to have an even-money price -- 2b5¢ 
--ana we also nad price maintenance, and the two 
factors prevented price-cutting. 

THe CHAIRMAN: well, your reference to the 
even-money level was not intended to méan that the 
price-cutting oecame popular at that time, but 
not until tne abolition of resale price maintenance? 

MR. MACLEAN; On, no. 

"The margin on cigarettes is small 
and wien a retailer or wholesaler is forced 
by his competitors to sell velow the regu- 
lar price, he is in, real financial danger, 
and tnis) is, especially, trues of the average 
tocvaconnist who, according to page 209 of 
the Director's report, depends on cigars, 
cigarettes and smoking tovacco for 07.5% 
of his sales, 

These points however can be better 
developed oy the retailers' and wholesalers' 
organizations taan oy any manufacturer 
who naturally lacks the facts and figures 
to demonstrate the exact effect of price 
cutting on retailers and wholesalers. 
Suffice it to say that we have heard that 
real hardsnip exists among the smaller 
dealers since price cutting has vecome 
prevalent in tne cigarette ousiness. 


“Price maintenance worked very well 
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toovacco business until it was pro- 


hibited. It made for staoility without 


interfering with competition. The Royal 


Commission on Price Spreads in 1935 did not 


seem to ve opposed to price maintenance but 


they did condemn loss-leader selling. On 


ip) 


page 2 


69 of the Director's report we find 


the following: ' 


"twe condemn tne practice of loss- 
leaders as unfair, promoting wasteful 
competition and seriously affecting 
the income of certain classes of 
primary producers, but in seeking a 
solution for tne proolem through 


legislative remedies we are confron- 


ted with certain difficulties. These diffi- 


timate 


culties are complicated py our recog- 
nition of the necessity and propriety 
in certain circumstances of price 
reductions. such reductions for 
instance must oe permitted when a 
retailer; discontinues handling a 
particular line of merchandise, or 
when he clears a slow-moving stock. 
There is also tne necessity of 
cutting prices to clear out-of- 

style goods or surpluses of perisn- 
able commodities. These are legi- 
reasons for reducing prices, but 


they complicate tne definition of 


Jou BID EOL at abastqé 
Jud sonstetalen ey tug oz ie aR 
10 -onilise nedesf=eeol amubado bio yore | hid Wes 
ball ew dtoqoT se! rorgedld ges40 GBS) wail” ~~ 
':yakwolfo? eng 


~seol to soltjostq ofa omebhco owt” is 


is testesw gatsomor. .vistnw es wersbesl 


agilgoslts ~ylevoliss one AoLTLIsqnos 
to seecsf[o alszs69 to’ smoot sis 
8 aifiises al td ,civovberg yausmlag » 
figuoins mefcoaqg sns t0O% aelunten 
-~1OTTAOS ers ow seliumen evisetalagel: 
atYtbb easd?  .selifvolitio aLsyass Pree bag 
~gooot tuo ya bessoifqucs eis aettio 
(isiiqgoig BAB yJiaesoen Bid Yo aolsia 
Ssolng te seoriszanmotio sissies of 
10} enolrouber nove .enotioubet 
8 nodw bestlawg et ‘eet sous7eist 
& gollbnad asonitaooesb 16 lisiet- Lids 


s 


so ,saldasiorsm ‘lo omit ae{volsasq ~* 


Xoose gilvem-wole B etBoto en ance iy 


‘Lo. ytlewovent oft oats ei ervsdd 
~to<su0 aa5is oF evding grlives 
~delteq 19 avewlqiwe so ebooy Sgt deme | - 


t 


-tyel exe. nenreieirenrane ‘ae 


a 
jue soning gateubente? s3emls 
Deg Tau a 
‘oseapaaeiesinntialian . 





1508 


what constitutes a loss-leader and 

make difficult its simple prohioti- 

Gon. 

“One of tne reasons that price main- 
tenance worked so wéll in tne topacco indus- 
try ls that none of the difficulties fore- 
seen oy tne Royal Commission was a factor. 

‘slow-moving stock, out-of-style 
goods or surpluses of perisnaole commodi- 
tles' are not a proolem of retallers of 
topacco products for tne following reasons: 
fa Nearly all goods carry the vrand 

name of some manufacturer who is more 

interested even than the retailer in 

seeing that his mercnandise reaches 
the consumer in first class condition. 
ef Tne manufacturer is thus placed in 

Che position of having to replace, or 

take oack any or nis vrand-named 

@0ods wnicn for any reason become 


unsaleable, lest they be sold and 


cause damage to the reputation of the 
prand. 
io ke In effect tne manufacturer of 


topoacco products guarantees the 
ultimate sale of his goods so 
there is no question of the re- 
tailer having a proolem with 
‘slow-moving stock, out-of-style 


~600ds or surpluses of perishaole 
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commodities, ! 

"It will be ssen therefore that none 
of tne proolems foreseen oy the Price Spread 
Commission as complicating the ‘simple prc- 
nibition of loss-leader selling' apply to 
tne tobacco industry. The 'simple proni- 
bition of loss-leader selling' was accom- 
plished by the price maintenance policies 
of tne manufacturers. 

"There is no dount that the barring 
of price maintenance has caused navoc in 
the cigarette field and hardship to small 
dealers and we would like to see a return 
boi tne,stavility,of: formersyears.iuthis 
can oest be achieved, in our opinion, by 
exempting the tobacco industry from the 
effect of tne recent amendment to section 34 
of the Combines Investigation Act and thus 
@llowing a return of the system wherevy 
each manufacturer, wien he manufactured a 
product on which he put nis name; on which 
née staked nis reputation; and on whicn he 
frequently spent a fortune in advertisin,; 
was free to see that his product was sold 
to the consumer at tne price he had 
planned - not any higher and not any 
lower. 

"Wwe hope that we may have made 
in this snort suvmission, a contrioution 


to the study of loss-leader selling and 
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that our comments may ove nelpful to your 

Commission in its study of such a hignly 

controversial and difficult sudject. 

"Respectfully suomitted.” 

THE CHAIRMAN: Do you wisn to ada anytning 
vo the orief at this time oelrore any questions pe 
asked? 

MR. MACLEAN: No, sir. 

TH! CHAIRMAN: Mr. Hughes, do you wisn to 
make any comments? 

MR. HUGHES: dhave nothing particular to 
say apart from what is covered in the brief, but 
if there is any question anyvody would like to 
ask, Iam only too glad to try and answer it. 

THt CHALTRMAN;: I tnink there may be a few 
Questions, but we tNougnt you mignt want to add 
something in addition to what is in the orief. 

MR. HUGHES: I might briefly state that 

pusiness 
iL have been, in the tobacco,for 52 years, and.-during 
that time I nave seen price maintenance in opera- 
tion and it always worked very successfully 
and seemed to make everybody in the trade 
happy, and it is only since this recent law was 
passed that we neard of any diSturoance of any 
Kind. 

In my opinion, and the question has been 
asked during the aay, ‘un what you oase your 
margin of profit or your mark-up", and that ls 


something that is very difficult to answer. There 
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are SO many things. that enter into it that it is 
Something tnat is different for every product 

and every person involved. I do know rrom our 
own experience, if you were to ask fic NOW We set 
Gur peices iconic not tell you; 1+ has just. come 
avout by custom over the years. I do velieve in 
the topacco industry that novody nas got toe 

much profit, including the manufacturers, and 1 
don't think any of them can afford to give anything 
away if he wants to stay in ousiness., One of the 
big worries in the business today is tnat they 
are afraid of who to sell tnem to, bdecause they 
don't Know whether they are going to get paid. 

I know of wholesalers wno are worried stiff they 
nave got so mucn money on tne vooks which they 
cannot: get in, and that is not’ a healthy condi- 
tion. I think we might talk of tne working masses, 
who form the majority of the population, and they 
are certainly out to see that they get well paid 
for what they are doing. why should they prevent 
the little storekeeper from getting nis legitvi- 
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Lidon't think there Is anything else 
can add.z I would like to see a return to the old 
Q@aysS wWaen everyoody was happy, wnen we were 
getting a legitimate profit and notning exor- 
bitant. 

MR. GERIN-LAJOI#: I have only two ques- 
tions for Mr. Maclean or Mr. Hugnes. would 


you mind mentioning to tne Commission, for tne 
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purpose of the record, tne orands of cigarettes 
you manufacture? 

MR. MACLEAN: We manufacture Benson & Hedges 
Virginia Rounds; Henle, Ci.arettes, Benson & Hedges 
Parliament Cigarettes, and Bénson & Hedges Brown 
and White Cigarettes. 

MR. GERIN-LAJOIE: Do they sell exactly at 
the same price as other brands, or approximately 
the same price? 

MR. MACLEAN: Virginia Rounds and Henleys 
and Parliament all sell at the same price as what 
We Cali “standard Urarids: “Havana sells dat 5¢ a 
package nigher. while LI am on my feet I would like 
to say, when I was listening te Hite’ Gorfinkel's 
evidence, one thing I did not hear him say was 
that the chain stores only nandle tne main sellers. 
The tobacconists nandle almost everything that is 
made by tooacco manufacturers. IF you wanted to 
ouy a package of our Havana Brown Cigarettes you 
would not ove adle to buy them in the chain stores. 
You would have to ~o to the tovaccu snops, or 
Hyman's or United Cigar Stores; and that is one 
service they give tnat the others do not. They 
handle tooacco products outside of the nain 
vrands. 

MR, FAVREA: They would not sell Pall Mall? 

MR, MACLEAN: We don't make tnose. 


MR. FAVREAU: what was the name you men- 


MR, MACLEAN: Parliamenv. 
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Mx. FAVREAU: Parliaments, tnav is wnat IL 
nad in mind. 

MR. GERIN-LAJOIE: You don't mean, I suppose, 
that most of tne 27,000 outlets mentioned in Mr. 
Gorfinkel's report all nave tnose special,orands 
of cigarettes, or other tonacco products? 

MR. MACLEAN: Mr. Hugnes likes to think 
they have, out I am afraid they don't all nave them. 

MR. GERIN-LAJOIE: On page 2 of your orief, 
your letter, you mentioned that the margin on 
cigarettes is small. Well, as Mr. Hughes mentioned, 
it. may oe difficult to determine to what extent it 
is small, or not, but are you able to compare tne 
margin of profit on clgarettes in Canada with the 


United States‘ 


MR, MACLAAN: No. 

MR. GERIN-LAJOLI#: Are you aware of tne 
margin of; profit .in the,United, States? 

MR, MACLEAN: Wo. 

MR. GRRIN-LAJOLE: At the end of page e2 do 
you really mean that staovility in prices is com- 
pativle witn conpetition? 

MR. MACLEAN: Yes. If I might enlarge on 
that. our opinion, La. thiseae! That simply because 
one Ciganet te may selijatytihe same price as 
anotner it does not mean to say tney are not com- 
peting. There are other forms of competition 
than price competition. Tnere is very definitely 
tne competition of quality ana packaging and mer- 


chandising factors such as that, out pernaps you 
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Last 
are interested more in the price angle than the 
quality angle. well, I can say this, that in 1940 
our firm saw an opportunity of mercnandising a 
cigarette at a lower price than wnat cigarettes 
were selling at in general at the time, and we 
did not hesitate to put a cigarette on the market 
to sell at a lower price. That is wny we say that 
price maintenance does not prevent competition. 

THE CHALRMAN: What nappened at that time? 

Mn. MACLEAN: We sold cigarettes. 

THE CHALRMAN: were tney a vrand you had 
previously had on sale? 

MR. MACLEAN: Yes, it was @ brand that was 
revived; it was Henle,. 

THE CHAITRMAN: Was it a orand that had been 
sold at standard price? 

MR. MACLEAN: No, I don't think so. 

THe CHAIRMAN: when you put it on ata 
lower price, I was wondering whether you were aole 
to say that that stepped up the sales? 

MR. MACLZAN: It had seen dormant for a 
numper of year. 

MR. FAVREAU: But you could succeed in re- 
Viving it through that device? 

MR. MACLEAN: We aid. 

MR. GERIN-LAJOIE: would you not feel that 
price reductions by retailers mignt encourage 
new methods of production of cigarettes? 

MR. MACLEAN: Nov having veen a retailer 


I cannot answer tnat question. 
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THE CHAIRMAN: This Henley cigarette again; 
you stated that in 1940 you saw an opportunity of 
putting it on sale at. a lower price than the 
standard cigarettes were selling at, out I think 
you said thav it is now selling at tne same price? 

MR. MACLEAN: Yes. 

THE CHALRMAN; Was it and is it the same 
quality, cigarette as the others? 

MR. MACLEAN: Tne main saving in cost that 
Justified tne selling was tnat we cut a shorter 
cigarette. 

THE CHAIRMAN: was it also thicker? 

MR. MACLEAN: No, it was 08 millimeters 
against 70,:so there was: a.slignt saving in the 
amount of tobacco. The cigarette at that time 
was packaged in the pouch package, whicn is the 
American style of packing. It is a lot less ex- 
pensive than the cardooard package, and we thought 
that these two savings, and veing able to see our 
way to pernaps get into the cigarette business 
which is where we woula like to be. we took tnat 
opportunity to sell a cigarette, and we did 
sell lots of cigarettes. 

THE CHAIRMAN: sut you adopted the otner 
Style of packaging and increased the size of 
the cigarette and then put the price on the 
same level as the otners? 

MR, MACLEAN: Yes. 

THE CHALRMAN: You say it is cheaper to 


make a package of the American type -- a soft 
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type of package: Tnere are some Canadian cigar- 
ettes in soft packets, and tne price is tne same. 
As far as I recall, tnat is the situation today, 
and they do not seem to nave followed up your 


practice of 1940 wnen you were increasing your 


MR, GERIN-LAJOIE: Just increasing profits. 

MR. HUGHES: I think you must take into 
consideration the equipment that is necessary to 
produce a cigarette. In 1940 we were not ina 
position to pack a cigarette otherwise tnan in 
that pouch package, and we knew it is not the type 
of packing that is most popular with, the public. 
They prefer the hard type, altnougn in the United 
Statesitehis pouch packing, but. bt, is vecause they 
have no choice oecause practically all tne cigar- 
ettes are packed that way. Later on we got in 
packaging equipment for tne hard package arid we 
made the change, but there were other factors that 
entered into it too vesides tnat. while it was 
reasonaoly feasicle to manufacture and merchandise 
a cigarette at that, cheaper price at that time, 
as the years went on it ovecame more and more 
difficult, ana at that time tovacco was grown in 
Ontario and there was an abundant supply that we 
bought at that time, anyway, at ed5¢ a pound, 
whereas today you pay 75¢ or 91.00. ‘Tnat was 
when we went into tne present style of packing 
for the same brand, and it is practically the 


Same quality as the original cneaper one, out the 
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conditions are not tne same. 

THE CHAIRMAN; Would you say in 1954, at 
this time, it would not vce cheaper to produce a 
pouch package of cigarettes? 

MR. HUGHES: <A little pit cheaper; prooaoly 
@ cent a package to the consumer. 

TH# CHAIRMAN: WN body seems to be using 
that as a means of increasing their business; they 
produce them but they don't use that saving. 

MR, HUGHES: I have just come ovack from 
a two-weeks trip through Ontario and tnere are a 
numper of, not the popular brands, out some new 
brands whicn nave come out in the soft package 
which the dealers are putting to the front of the 
counter and trying to sell them in competition 
with tne chain stores; tr,ing to sell tnem in 
preferencelita the ‘regularivorands:. 

THe CHALRMAN;: No manufacturer nas put one 
of the standard brands in a pouch pack and re- 
duced the price? 

MR.. HUGHES: No, I don't see how the present 
Cigarettes on the market, now they can make them 
to sell at tnat price; I don't know what is in 
them. 

THE CHAIRMAN: Well, perhaps they could 
make them sell at 3e¢ if tne cost is 1g less to 
produce. 

MR HUGHES:<* 1 could ‘tell you’ this, “that 
a good quality cigarette, packed in a4 package, 


the manufacturer's profit today is, I would say, 
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not any more than avout nalf of what it was, 15 
or 20 years ago, in spite of the fact that your 
dollar is only wortn 50¢ 

MR. FAVREAU: No; if presently your package 
of cigarettes would cost the manufacturer i1¢ less, 
you would not lose oy passing on tnat saving to 
the customer. 

in. HUGHES: No, I-said at the consumer 
levelj;it. would propvaoly oe a little less at the 
manufacturer's level, 

MR. GERIN-LAJOIE: Referring to tne top of 
page 4, you refer to the fortune spent in adver- 
tising; part of tnis fortune could be passed on 
to the public’ 

MR. HUGHES: I don't tnink you could go 
against natural policies. Advertising is an ac- 
cepted medium of merchandising tnrougnout tne 
world, and if you aré going to-stop advertising, 
you mignt as well give your business to your 
competitor; it is not practical. 

MR. GERIN-LAJOIE: Of course, I mentioned 
only part of that fortune; it is a question of 
Gegree, of course. 

MR. HUGHES: The amount of tne fortune 
you would spend on advertising, depends on how 
many you sell. what might ve a fortune to 
us might ve peanuts to our vig competitors. 

THE CHAIRMAN: You cannot reduce your 
appropriation for advertising unless others do 


the same? 
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MR. HUGHES:. I could. not. reduce it l1¢,. ve- 
cause we don't spend lg. we «Know we are licked. 

THE CHAIRMAN: Tnen you don't sell as many 
as some of the otners? 

MR. HUGHES: No. There is one point avout 
which Mr. Gorfinkel was questioned, and that was 
the service the retailer gives apart from the 
chain store... think there is..an awful, lot of 
Service you get out of a retailer tobacconist 
whieh you do wot cet ut of auchain store, .¥ ua 
cannot ouy a newspaper or a pipe or matches -- 
you could .buy, the oig ox of matches... You cannot 
drop.in and. have 2 sandwich and a cup of coffee. 
You, cannot, get. any of .that in the cnain stores, 
and besides that we don't sell many cigarettes. 
Mr. Maclean mentioned tne Havana Brown: we sell 
avout 6,000,000 a month, so someoody must Like 
them, and if that person who likes them lets the 
corner retailer disappear, where is ne going to 
get them? Not at the chain stores, because ne 
won't sell enough. I think the retailer tobac- 
conist does contrioute a whole lot for the fact 
that he is getting a couple of cents extra. 

THE CHAIRMAN: Doesn't he also perform 
anotner service, such as advising a customer 
as to uhe strengtn and qualities of various 
brands of tobacco and cigarettes, and cigars, and 
pernaps assist tnem in making up their minds 
as to what they w uld really like to buy? 


MR. HUGHES: Certainly. 
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THE CHAIRMAN: That has not veen mentioned 
yer. 

MR. GORFINKEL: On oenalf of the revailers, 
thank you, sir. 

MR. HUGHES: I would tell a customer he is 
crazy to pay 50¢ fora cigar because it cannot 
possibly be any better tnan if ne paid ed5¢ for a 
cigar wnich had oeen made in Havana by black 
labour. 

MR. FAVREAU: Do I understana tnat the 
puolic, including poth the consumer, the retailer 
and tne manufacturer, the small retailer perform 
a function both in favour of the customer, pdut 
at the same time in favour of certain manufacturers 
wno otherwise may not have outlets in chain stores? 

MR. HUGHES: I think that is right. 

MR. FAVREAU: wouldn't it ve a good reason 
for manufacturers to render availaole to retailers 
prices which might be just as attractive as tnose 
made available to chain stores? 

MR. HUGHES: I cannot speak for otner manu- 
facturers; I can only speak for ourselves and 
I know that we are not in a position to pass 
on anything additional for voenefits we mignt 
get from tne storekeeper. We expect aul the 
accommodation or services he renders to be 
taken care of vy him out of the margin of pro- 
fit we see fit to ve able to ,ive him. We 
would like to give him more, certainly, and also 


we would like more ourselves, out the situation 
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is such that there is nothing to pass on to anybody. 
If the manufacturer is opliged to go round to all 
these 27,000 stores in the Province or Quebec -- 
and I guess over Canada tnere is probvaoly 00,000 
or 70,000 -- if tne manufacturer himself was to 
undertake tnat distrivution, do you think he 

could do it without adding sometning to the cost? 
I read some of the evidence in the paper that 

was taken in Toronto where some co-operative ouying 
concern has asked for the privilege to purchase 
from the manufacturer. well, I don t see how that 
ig golne Ce nelpethesituavion at all. If you 
went around the City of Montreal you might be 

adle to pick up 100 or so who could form a co- 
operative society and be aole to buy cigarettes, 
Out tney are going to have to undertake some 

cost for the handling of that. Besides that, 

what is going to happen to tne tens of thousands 
of others who are not in the co-operative? 

It is not going to improve conditions; it is 

going to make it all tne harder for the man 

who wants to ouy ten packages of cigarettes 
because that 15 all he has got in his till at 

the present time. There are some small con- 
cerns in this city ~- tney are small but they 

are earning a living -- who will buy from tnrec 

or four wistrivutors in the one day, because 

they have only enough casn to cuy avout a quar- 


ter of a day's supply. How are you going to take care 
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of that fellow? Are you going to let him and 
his family starve? 
MR. WHLTELEY: Do the Benson & Hedges 
itr ti 


Company have "C” accounts? 


MR, MACLEAN; Yes, sir. 


ey) 
cr 


MR. WHITELEY: How do you handle those 
distributing points? 

MR. MACLEAN: We have a factory in Montreal, 
a warehouse in Toronto and one in winnipeg and 
one in Vancouver, and where we think it is ad- 
vantageous we ship from there; if it is better 
from Montreal, we snip from there. 

MR. WHITELEY: wnat would ove the situation 
if you operated your cash-and-carr, from these 
warehouses? 


MR. MACLEAN: I don't think we woulda ao 


MR. WHLITELEY: why? 

MR. MACLEAN: One thing that we find we 
are expected to do in the tovacco business, 
perhaps pvecause we are a national seller, is tnat 
we are expected to provide the same services 
as our bis competitors, and if we don't we don't 
sell. So, we feel we have to maintain ware- 
nouses in Vancouver and one in Winnipeg. If we 
asked them to come and get it and pa) cash , 
novody would conie and get it. 

THe CHAIRMAN: Even at a lower price? 

MR. HUGHSS: It would be a rather diffi- 


cult proolem to come all the way from Edmonton 
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down to winnipeg to get 500 or 1,000 cigars. 

THe CHALRMAN: Thank you very much, Mr. 
Hughes and Mr. Maclean. If tnat completes all 
you wish to present to us we will adjourn the 
hearing until tomorrow afternoon at 2.00 o'clock. 


-~-=The hearing adjourned at 5.15 p.m. until 2.00 
p.m. tomorrow. 
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MONTREAL. TUESDAY, JUNE Sth, 1954 

Delegation from: NORTHERN ELACTRIC COMPANY 
LIMITED. 

Represented py: FP. G. Sanmis, 


Commercial Manager. 


V. 0. Marquez, 
Marketing Manager. 
M. D. Brooks, 
General Merchandising 


Manager. 


GoM. Pynt, 
Appliance Manager. 
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---The hearing commenced at 2.00 p.m. 

THE CHAIRMAN: The nearing will come to 
Sraer. 

The first presentation to ve made tnis 
afternoon is on behalf of the Northern Electric 
Company Limited, and I understand they are ready 
to proceed. In case you.are not familiar with 
the procedure, the general practice has oeen 
to read the orief and make any comments you 
wish to make, or explanations, while you are 
reading it, or add anything you wisn at the end, 
and then any other memoer of the delegation 
who desires to make any comments may do so, and 
following tnat we will have questions and dis- 
cussion in order that we understand fully 
what is intended to ve conveyed oy the dele- 
gation. 


MR. SAMIS: "LOSS-LEADER SELLING" 
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"BRIEF SUBMITTED TO THE RESTRICTIVE 
"TRADE PRACTICES COMMISSION AT 
"MONTREAL, ON JUNE 6, 1954, BY 


"NORTHERN ELECTRIC COMPANY LIMITED. 


"INTRODUCTION 
"Wo Nave examined carefully tne very 

extensive and excellent Report of Material 

Collected by the Director of Investigation 

and Research in connection with Loss-Leader 

Selling. While this report carefully avoids 

drawing conclusions or making recommenda- 

tions, it is our opinion that it contains 
sufficient evidence to indicate that there 
are pricing practices which are not in the 
puolic interest, as well as those which are 
in the public interest. 

"It is our purpose - 

(1) to demonstrate that pricing prac- 
tices which are not in the public 
interest are prevalent in tne field 
of retail selling of electrical 
appliances in Canada today; 

(2) to show how these pricing practices 
are narmful to the long-term inter- 
ests of tne public and hence should 
be curved; 

(53) to recommend a practical method 
of curbing pricing practices which 


are not in the public interest, 








vtev sft yLivte1se bomlinexe vst <n" 


isivessh Io syrogeh tasifsoxe bas evienstxs 


neisegtisesval te toyoutsd ong yo betovtlod 


sobaed-isud UeiW- wekdbennes ai dowssesh 


bat 


eblovea Ullwiexey woge aldt oftaw .gatiiee 


~Spofigumvses olden TO snclewfomoo yotiwsib 


sntedago 31 gadv actaiqo to st dr .emols 


siodt Sedg stwolhii ov soneblive Jnvtoll ive 





Ps a ahve saoasy o8 Ifow as eerednl ott 
.sesiedak ofiuuqg ond 
~ Sblqiwg sO ef ox" 
-~OBIg gototee 3403 sisisewomed og 
oifGpg ony ‘e tow one foitiw webs 
bIsii sas ak SaSLEVeIg siG Jesieval 
fsesitzoels ‘ic yatif{ce ilsgot to 


t¥Sbod Bbennd al sesastiqgs 


ssoljosyqg gniofiq sesnd wo wode oF) 


-tetni mrot-,no0l sit oF intmad sas 
bivote somed bas oifdug sid lo etts 
ibeotwe 9d 

ponden Iaolsosig & basumoosa oF 
foldw soolsvosiq snlolig atilamo ‘to 
wevvetat etidug sag mi son ots 





~» we Baek’ Aas a 


ow 





ai 


(f) 


(8) 


(€) 


ay ~~ a Y 







1526 


without, at toe same time, discourag- 

ing those pricing practices which 

are in the public interest. 

"Since frequent reference is made to 
the Director's Report throughout, we will 
refer to it as such with the understanding 
that this reference means the Material Col- 
lected by the Director of Investigation and 
Research in connection witn Loss-Leader 
Selling. 

"GENERAL. 

"In examining tne phenomenon of 
price-cutting, we suggest that all price- 
cutting is done with a single end in view, 
namely, to maximize a profit (or to mini- 
mize a loss); that there are several kinds 
of price-cutting which may be employed in 
attaining that end, some of which are 
clearly beneficial to the public interest 
and others which are clearly harmful to 
the puolic interest, and further, that it 
is very often an exceedingly difficult 
matter to distinguish between the oene- 
iicial and the harmful character of any 
individual price-cut. 

In xpeneral, there are three kinds 
of price-cuts which may oe proadly cate- 
gorized as Progressive, Protective and 


Predatory. 
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"Progressive Price-Cutting 
"This is the form of price reduction 
which is the foundation of our high standard 
of living in a free economy. It results 
from higher productivity, ise. -inereaseda 
efficiency in production and/or distriouvion 
without interfering with the quality of 
the product or the factors required to in- 
duce hign volume; and makes more products 
availaole to more people, at the same time 
increasing profit and ultimately increasing 
employment. This form of price reduction 
is beneficial tovall concerned and it is 
one of the dangers of our time that the 
abolition of resale price maintenance may 
tend to discourage it. 
"Protective Price-Cutting 
"There are two types of protective 
price-cutting - 
(1) to meet competition; 
(2) to clear mercnandise which is perish- 
able or subject to ovsolescence. 
These types of price-cutting are 
defensible: They cecur only temporarily 
and irregularly and are necessary either 
to preserve one's market or to minimize 
losses resulting from errors in judgment. 
"Predatory Price-Cutting 


There are two types of predatory 
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price-cutting - 

(1) Price-cuts wnich simulate efficiencies 
because the particular retailer in- 
dulging in them will contend thav 
ctney-are profitavie. However, the 
apparent efficiencies are not real 
but false oecause the retailer fails 
to perform one or more or the func- 
tions which are required to create 
public acceptance and demand for 
the product, such functions having 
been performed by others without whom 
the parasitic price-cutting retailer 
COULG NOt exist. 

(2) Price-cuts which increase store traf- 
fic cy auvertising orand-name merchan- 
dise at obviously low prices to 
attract customers witn tne intention 
of selling higher priced and nigher 
profit merchandise in addition to, 
or instead of, the advertised mer- 
ehandise. This lisa form of ‘suo- 
terfuge whicn is ovoviously profit- 
aole to those wno practice it or 
they would not continue to do so. 

It is our opinion that the Commis- 

Sion, in its investigation of Loss-Leader 

Selling, is concerned with booth of the 


above forms of predator, price-cutting. 
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"PREDATORY PRICHE-CUTTING IS PREVALENT IN 
"THE RETAIL SELLING OF ELECTRICAL APPLIANCES 
"IN CANADA TODAY. 

"It may be ovserved from the Direc- 
tor's Report and from other evidence already 
placed vefore this Commission that predatory 
price-cutcting of orand-name merchandise is 
now prevalent. at. the retail level. At 
the time of the report of the Macquarrie 
Committee on resale price maintenance, this 
condition was not prevalent as reported py 
thes Committee at. that time: 

"(Quoted from Page 3, Director's 

"Report )" 

"ths to the Loss-Leader device, the 

Committee believes that it is a mono- 

polistic practice which does not 

promote general welfare and there- 
fore considers that it is not com- 
patible with the puolic interest. However, 
we do not believe that it presents any 
immediate danger; extreme forms of 
price-cutting are not very likely 

in this period of inflation and 

relative scarcity.' 

"we suomit herewith, as Appendix A, 
further evidence of current predatory price- 
cutting in the form of copies of adver- 
tisements, each of whnicn offers vorand- 


name electrical appliances for sale at 
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prices considerably below the resale prices 
Suggested oy the manufacturer. 

"Wnile the degree to wnicn predatory 
price-cutting practices exist at present 
is greatest in Ontario and British Columoia, 
and more specifically in Toronto and Van- 
couver,-2.0¥is- ar fact- that-thisiforme of 
price-cutting is appearing all over Canada. 
Tne wide-spread circulation of Toronto news- 
papers, which daily carry many advertise- 
ments of the type shown, induces a tendency 
towards the practice in almost every part 
of the country. 

"THESE PREDATORY PRICE-CUTTING PRACTICES 
"ARE HARMFUL TO THi LONG-TERM INTERESTS 
"OF THR®PUBLIC. 

"Low retail prices to the consumer 
are dependent on nign volume, as manufactur- 
ing and distributing efficiencies can be 
effected only under conditions of high 
volunie. 

Experience has shown that in the 
electrical appliance field the following 
ingredients of the distrivuting procedure, 
among others, are essential to the de- 
velopment and maintenance of 4 high anda 
Sustained volume of business - 

CP) The distriouvtive procedure must 
provide the field service necessary 


to keep the appliances in good 


6) 
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4531 
repair and the consumer satisfied. 
(2) The distributive procedure must pro- 


vide the consumer with the opportun- 
ity to compare tne features and quali- 
ties of competitive appliances. 

Cas The distribuvive procedure must in- 
clude facilities for creative selling, 
i.e. for demonstrating to the con- 
sumer the benefits and advantages 
to ve derived from new features on 
estaolished products. * Thus, since 
the end of World war II, these pro- 
cedures nave introduced and estab- 
lished such desirable characteristics 
among refrigerators as automatic 
defrosting, units which provide 25% 
more storage space while occupying 
the identical kitchen space, and 
many others. These advantages are 
real, not imaginary, improvements 
and provide venefits to the consunier, 
out tnese ovenefits would not auto- 
matically tind a large volume mar- 
ket unless tne distrioutive proce- 
Gure included some consideraole 
effort to, bring them 2." 

There is a correction there; I leave out the three 

words, "and their benefits". 


ne... to the’ attention of the consumer. 
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They must oe displayed, described and 
Gemonstrated oy tne retailer wno 

can do tnis effectively and economi- 
Caily. 

(4) The distrioutive procedure must also 
pe depended upon to do tne major joo 
of displaying, describing, demonstra- 
ting and selling the benefits of new 
appliances, such as electric clothes 
dryers, garoayge disposal units, room 
alr conditioners, and others as yet 
undeloped. None of theses appliances 
are yet being produced in large manu- 
FACtuUring Yuns in’ Canada. They will 
never reach the levels of real manu- 
facturing efficiency if the distri- 
oputive procedure in tnis country does 
not discharge the responsivoility of 
developing a mass market for them. 
"It is characteristic of the preda- 

tory price-cutting retailer that he fails 

to perform one or more of tne essential 

functions of the distributive procedure and 

relies upon others to perform them for him. 
"If we examine the advertising which 

is employed by retailers indulyin, in pre- 

datory price-cutting (see Exnivit A), we 

can see that all these advertisements are 

recognizaole oy a numoer of typical charac- 


teristics - 
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(4) 


The names of ons or more well-known 
and reputacle brands or manuiacturers 
are prominently displayed, giving 

the impression (not always vorne out 
in fact) that all tne advertised mer- 


chandise is produced by tnose manufac- 


A dominant feature of this class of 
advertisement is that the price of 
the appliance is in each case con- 
sideraoly oelow wnat the consumer 
would normally expect to pay and is 
almost invariacly compared in the 
advertisement with some other much 
higher price, usually one whicn pur- 
ports to oe the suggested list price 
of tne manufacturer. 

There is an almost complete avnsence 
of copy descriving those features of 
the appliance wnich normally require 
creative selling, 

As a general rule, no merchandise 

is. advertised. by, these.price-cutting 
retailers which does not already 
fall into. the category of appli- 
ances for which public acceptance 
has oeen created oy reputable dis- 
tributors.to.a high degree. 

There is frequent misrepresentation 


in the advertising. Appliances 
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listed under a general orand-name 
heading often on closer scrutiny.are 
seen to ve of some less well-known 
brand; list prices are shown as 
'pormerlys prices at-< and areas..." 
Here there: issa.cverrection eandrit should ready 


ive tare often tniiaeted,” 


THE CHAIRMAN: You are cutting down the em- 
phasis a little bit? 
MR. SAMIS: Yes. 

Shtuls apparent thatvthe retailer 
using this form of predatory price-cutting 
is trading oni the selling job done by other 
retallers and by the manufacturer through 
which the acceptance ol the brand and the 
desirability of the features of the appli- 
ances have already been estavlished. 

"In effect, all tnat the predatory 
price-cutter says is - 'provided you have 
already accepted the necessity of having 
this appliance in your home and the de- 
slraniiaty cof othisaparticular brend<and 
model wiecan sell 2titonysutfor tese.' 
what he does not say is that he could not 
do this if tnere were not other more 
ethical. retailers to carry out tne func- 
tions which ne deliverately omits and 


with whose normal prices nis may be 
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compared, 

"The predatory, price-cutter is in 
fact a parasite, completely analogous to the 
parasite in the biological sense. He de- 
pends for his existence on the continued 
well-oéing of nis nosts, the more conven- 
tional retailers. Unfortunately, like ali 
parasites, he will, if uncnecked, completely 
destroy his hosts and when this condition is 
reached he also sinks into an unprofitable 
existence, volume is reduced, distriputing 
costs rise, manufacturing costs cannot oe 
maintained at erficient levels and the con- 
Sumer is worse off tnan vefore. 
"RECOMMENDATIONS 

"Since the avolition of resale price 
maintenance on January lst, 1953, and the 
advent of a buyers! market for the first 
time in a dozen years, predatory price- 
cutting nas become a very real and serious 
problem in the retailing of electrical ap- 
pllances. It seems reasonacle to assume 
that the ideal ovjective sought by this Com- 
mission is to find a set of circumstances 
or workapvle regulations witnin wnich the 
consumer would continue to reap the advan- 
tage from progressive price reductions re- 
sulting from genuine efficiencies in pro- 
duction and distrioution and at the same 


time ve protected from the false advan- 
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tages woicn are hidden in predatory price 
reductions, which, in the long run, are cost- 
ly and inefficient. 

"It is appropriate to remark here that, 
in general, predatory price-cutting cannot 
flourish where resale price maintenance oy 
the manufacturer is permitted, because of 
the retaliatory action which can be used py 
the manuracturer against retailers wno price- 
cut his producte in this manner. 

"Tt therefore appears that tne Com- 
mission has a choice of three alternatives 
to recommend - 

A - To let matters stand as they are 
with resale price maintenance proni- 
bited, and expose tne consumer, the 
retailer and the manufacturer to the 
harmful effects of predatory price- 
cutting, 
or 
B - To enact. legislation which wiil, 

in effect, prohinit predatory 

price-cutting and at tne same tine 

prohibit resale price maintenance, 
or 
C - To rescind the prohibition of re- 

sale price maintenance so that the 

predatory price-cutter cun be 


curved within the trade itself. 





= aap. ake 


.* 
_ “ — 
eee peat sp . ve 


,isag — 


‘anual cea 
40 utwsove sbeastnveq df Huei Saud A ona 
de wey! ad ais" sista noted Hos TAe hs 

~wubriy’ Slw eet Rade! Jaitage Teruddoiwien Bis 
.teimda elf’ ab sievbeaq eld aye. 

“HD sou vede atelggs sxptodada Yr’ 
; i a young % solarts & gud molestie 
| S pliointioabe 64 

ors yodd ae onede wledtcm ea cy 

2094 sonkivdaiem ovlag aivens dviw am 
a) ‘mtitvonbe “bho! bags “tan Ghadte 














eat of “omgoetTmam ay Bas GeTladsa 


-sotrg Ptovebsrg ‘Yo aroetis” Iuhwred 


. witiwue 
40 eae Meer) eal 
| fftw dolnw folvalelge! dosns ut 2g 
ie Roe 


grudabesq stofdoig . fos Te Bl 
sali vase oT Je baw gatesvelssiag ae: ; 
sstsastatsn pois otoligis' staakdad ele r : 
np mH.e & * 48° pipe ( Gh Ser= ad 
-wi ‘10 molulalitotg bad balopet of” =~ 9 
uit Ong" Oo pomanwutod sontg eta 
‘da "tas rerglocentiy Qroaibeng Pr 
“fewest weet “oda ntds in beets” 
‘be pa elsd of, Sus | qua ened MOGI - 





"Alternative A - Let matters stand as they 





"Are, 





“The current prevalence of predatory 


price-cutting and tne alarming rate at which 
it-is spreading; the very real harm wnich 
has already followed in its wake in the form 
of-an accelerating rate of failures among 
the smaller retailers and the concentration 
of appliance retailing into fewer and fewer 
monopolistic channels, even witnout taking 


into account the lon, term, more serious 


dangers described earlier in this brief, sug- 


G 


geS8t that the public interest is ‘being ex- 
posed to a risk which is real, which is 
considerable and which will be costly to the 
economy. 

"We do not believe it to be in the 
public interest for the Commission to dis- 
egard the situation and oy its disregard 
permit these dangerous practices to con- 

tinue, 
"Alternative B - Legislate against preda- 
"tory price-cutting. 

"The second alternative is frau,nt 
With practical problems - proolems which 
exist because of the very real difficul- 
ties involved in classifying specific 
eases of price-cutting and in enacting 
workable legislation to curb tne prac- 


tice wnere it is undesiranvdle. 
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"Because the question of ‘intent' is 
tnvoivedswhen.a vuprpice is. 'cutts;.tt Le often 
difficult to distinguisn vetween predatory 
and protective price-cutting and even more 
Gifficult to distinguish oetween the two 
forms of predatory price-cutting. A single 
price-cut may ve stimulated cy a comoination 
of motives, some or which could be commen- 
dable, some defensivole and some reprenen- 
Ssiole. 

"Furthermore, one of the cardinal 
economic lessons learned from price controls 
during world war II was that economic con- 
trols preed more economic centrols. Control 
of prices was necessarily followed poy con- 
trol of production, which was necessarily 
followed by control of distribution. 

"The Canadian Government dropped con- 
trols with alacrity after the cessation of 
hostilities and allowed the normal checks 
and balances of supply and demand to come 
Snte olay. 

We do not recommend that the 
problem ve solved oy the addition of 
furtner controls. 
"Aloernative C - Rescind the anti-resale 
"price maintenance legislation. 

Under normal competitive condi- 
tions such as existed prior to January l.t, 


1953, the high standard of living in Canada 
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was. due in large measure to the determina- 
tion of manufacturers, distributors and 
dealers to increase the profitanllity of 
their separate operations oy placing a 

Wider Variety of products, with more desir- 
aple and attractive features, at lower prices, 
Within the ouying reach of an increasing 
humber of people. 

"Il the Government, in good iaivcn, 
felt that there was some concealed danger 
Trom waren the public was to be protected, 
when resale price maintenance was prohioited 
to manufacturers, we suvmit, in equal xood 
Zaith, that the cure is worse than the 
disease and recommend strongly that the 
existing lezislation prohibiting resale 
price maintenance be rescinded." 

THE CHALRMAN: Do you wisn to add anything, 
to the brief at this stage? 

MR. SAMIS: No sir, I have nothing to add 
to it. 

THE CHAIRMAN: Does any other member of tne 
delegation wish to add anything at this time, or 
make any comments at all; 

MR, GERIN-LAJOIE: I have a few questions 
for Mr. Sanis. 

THE CHAIRMAN: Mr. Lajoie is counsel for 
the inquiry, appointed vy the Minister as counsel 


in this inquiry, and he will ask questions of 
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everyoody wno presents a orief, whatever their 
point of view may ve. It is not 4 cross-examnina- 
tion; we are trying to get at the full meaning of 
what you are saying in the orief. 

MR. GHRIN-LAJOLE: The law coes not Say that 
counsel acts for tne Commission or for anyone else, 
but only says that the Minister of Justice may 
appoint counsel to help in the inquiry, so0 we can 
take it it is only to took atter tne public intver- 
At the outset of your brief you exposed that 
one of your purposes is to recommend 4a practical 
method of curbing pricing practices which are not 
in the puplic interests without, at the same time, 
discouraging those pricing practices which are in 
the public interest. Could you explain now your 
eonclusion which calls for the former practice 
of price maintenance would permit the pricing prac- 
tices whicn are in the public interest if a manu- 
facturer is allowed to impose retail prices to 
retailers? 

MR. SAMIS: The answer to that question 
lies-in the history of our manufacturing in 
Canada. Up until tne time resale price mainten- 
ance was prohibited, that is precisely what 
nappened. 

MR. GERIN-LAJOIE: Do you velieve tnat 
there can really ve competition among retailers 
and that lowering prices would ve possivle with 


the price maintenance legislation we had before? 
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You expose on page 2 of your brief that there 
is a progressive type of price-cutting? 

MR, SAMIS: Yes. 

MR. GERIN-LAJOIE: How could there oe any 
price-cutting if we have price maintenance oy the 
manufacturer? 

MR. MARQUEZ: IL would like to quote from tne 
Director's Report, page 300, in which a quotation 
is given from the Lloyd Jacoos Report, and tnat 
quotation reads; 

"There is. therefore, in our view, 

all the more obligation on the manufacturer 

to see tnat he exercises his power in 

a Proper manner. “nav this 15 conn. - 

cially possiole is shown by the fact 

that some manufacturers of nationally 

advertised vranded goods of wide popu- 

larity (the very people who stand to lose 

most from tne use of loss-leaders) nave 

in fact traded successfully for years on 

a pasis of recommended retail prices and 

nave taken active steps to maintain these 

prices only on tne comparatively rare 

occasions when severe price-cutting 
threatened a reduction in the demand 

for their goods." 

In otner words, I Suggest that the Lloyd Jacobs 
Commission considers it is possible for progres- 
Sive price reductions to take place even under a 


gpeneral policy of resale price maintenance. 
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I would like to quote one otner thing: I have some 
figures here-ecmparing the price of a refrigerator 
in 1943 and 1954. It happens to oe a 7 cubic foot 
refrigerator whicn in 1946 took up a space of 31 
laches widesin a kitehen; it Jisted at-$37 2200. 

The equivalent refrigerator, that is a refrigera-— 
tor which provaes the same storage space althougn 
now occupying less space in tne same kitcnen, 7 
cubic feet, Dut witn wnat we consider to ve improve- 
ments in it which did not exist in 1946, now lists 


at $299.00. That is the suggested manufacturer's 


MR. WHITELEY: Have you got the comparative 
manufacturer's selling, prices) [or the Same years: 

MR. MARQUEZ: = These prices’ 1) nave piven are 
in voth cases ‘the manufacturer's List price. 

MR. WHITHLEY: To the consumer? 

MR, MARQUEZ: Yes. 

MR. WHITELEY: but have you the manulractur- 
er's net selling price for the same period? 

MR, MARQUEZ To the dealer, no I haven't. 

MR. WHITELEY: You haven't got that? 

MR. MARQUEZ: ‘L don't think that that is 
relevant. 

MR. WHITZLEY: Well, I am asking. 

MR, MARQUEZ: I would like to introduce 
one other point. 

THES CHAIRMAN: °~It mizht be relevant to us. 

MR; MARQUEZ: I naven't got that here. I 


would like to introduce one other figure, ana tnat 
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58 tone 1954 (iet, price wih an9 cuble doot, refpigera- 
tor, which is a suostantially lurger refrigerator, 
and again.with what we consider to be improved 
featupes,. and That 1s Gisted at $359.00, and? again 
ly Haver! t) gop ithe suggested. prige to. the dealer: 

MR GERIN-LAJOLE: . At pameuvconr your “pricf, 
regarding progressive price-cutting, you mention 
efficiency in production and distribution: would 
you agree with the figures found many places shnow- 
ing: that. about 50% of the retail price of a parti- 
cular commodity is production and the distrivution 
Sue Or, biyainvolves about 50% of the retailing 
cost orf price? 

MR. SAMIS: No, I would not agree with thav. 
I don't think you can name any particular percen- 
the cubnian, overall) pasis. oYou must consider: the 
individual goods and the circumstances. 

MR. MARQUEZ; I would like to ovserve.one 
thine and, ithatoiseadti is. comion moday toseriticize 
distrioutor prices as hign, and it seems to me 
it is often overlooked tnat if good Gistribution 
produces an increasing volume for the manufac- 
turer, that since manufacturing methods are gener- 
ally more suoject. to improvement, because they 
are manufacturing processes, tnan distributive 
procedures which are generally done oy people, 
that when volume increases as a result of good 
distrioution;: the effect in terms of production 
is more noticeaole in the manulacturing field, 


and the net result 1s what you appear to have as 
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@ larger portion of distributing costs to manufac- 
turing costs, out surely the, overall, result is the 
important. thing. To quote figures, if an article 
consisted of 500.00 manufacturing costs and 
$100.00 distrivuting costs, and sold at 3600.00, 
witn good distrivution,if€ ne vLrought down the 
manuracturing. costs to $150.00, then you have a 
relationship of $6100.00 to $150.00, and you would 
say, "My God, look at the enormous cost of distri- 
pution as compared to manuracture:." 


THE CHALRMAN: That would not nappen just 


MER pANIoOS dT auobea exaggerated Tipgures, 
admittedly. 

THE CHAIRMAN: Well, if it costs $500.00 
to manufacture and $100.00 to sell in the first 
Stages, and supsequently it only costs $150.00 to 
manufacture wouldn't it be almost certain that 
the $100.00 for selling costs would also be too 
hign? 

Mr. MARQUEZ: It would, vecause almost 
invariably, because of our traditional practice, 
Gistridutive costs manifest themselves in one 
way or another as a proportion of overall costs, 
So.the distributive.costs tend to go down... There 
are two points I wisn to make, and one is 
pecause manufacturing processes are mechanical 
processes, or processes whicn are more sus- 
ceptible to mechanization, the difference pe- 


tween the manufacturing costs of an article 





o ate soe Gsat 4 09.0264 Os Bees giteusoetucate 
binos soy bow \Cdudasp de 00.00L¢ to qginswolzelsr 
~e19elb ‘yo Ta00 aucune ait Pe NOoL G0 WH. ¢8 


| "Sothid Go Laeaoe Os Deriqnoy ae aodawa 
Jey, segqed don @inow tudt, aaeetaaia eth eek 188s 
ead spad-ak 


aatvgts bIIeTeyeste Levedy 1 eLMAS sim 
7 Ls _fberd tobe. 
OO,008¢ adess ol iL ew HAA SR ge | 
ert edd at Ife 07 00/004% bad win ontwinent oo 
ov 00, Del. Bsecu yds st Q“dimoupssupe os -seyete 
saa¢ ALedmow pacate: eth $2 a nolsow wiven teem 
cot 6d asks biuaw etter gatlive: aut) 000er_ aa 
Jeeuls suueoed,biviuw JI 2:SaUynAM .tM> - - ve 
soltoug, LongtiLbens nue lo sanzose) eloetaavel) 
stio M2 wevivemahu Ses2lase eteon evisuetstalh 
,oJ8eo Linmasvu to nodsegetq © ad abdtcne-10 GoW 
Swett? .uWOb Oy OF bney #zB05 vvlewelideard eng on 
(Rk shy As .ehem OF Gelw I eomtog ow ete 
Feotnetaes eae woeaswong wotrutontenns emmnbees 
carieeuniatan svenvouns 10 ,Se8eUD07g 








produced in small quantity and that of 4 product 
pr_duced in large quantity is considerable. while 
such distributor processes are processes wnich 
have to be carried out oy people, the possibility 
of economy as a result of volume is not inherenvly 
in LY-ve-an equivalent degreey rand tne -resurte is 
that as you reduce manufacturing costs because of 
high volume and reduce distributing costs propor- 
tionately to a smaller degree, then distribution 
tends to appear in a higher relationship to manu- 
Tacturing than it otnerwise would. 

MR. GERIN-LAJOL#: wWwithouc giving any 
opinion ag the cost of distribution is too high or 
not, I am just asking if you would have any idea 
of the relative importance of production costs in 
your field and distribution costs on the retail 
price of an article? 

MR MARGUEZS* Alb £ *can celr-you is this’, 
that the tax department, for excise tax purposes, 
Ssugeests that the manufacturer's cost to a dis- 
tributor is the vest dealer price less 10%. 

The Northern Electric Company are distributors 
of electrical appliances ;-and-we do nov 
Manuracture electrical appliances other than 
radios, vut we are distrivutors, national dis- 
trivutors of electrical appliances and; -as 
such, vitally interested in tnis question. 

MR. GHRIN-LAJOIE: Sut as manufacturers 
of radios what would oe tne relative importance 


of the manufacturing costs and distrivuting 
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MR. MARQUEZ: iI think I would have to agree 
with Mr. -Samis, that it would depend tc some extent 
on the stage of introduction of a particular fea- 
ture; for-example, if a new type cf radio‘is 
introduced, like a clock radio, then for some 
period of time distributive costs might form a 
higher’ percentage or the overall picture: I 
would hesitate to name a flat percentage 

MR. WHITELEY: “You are, in effect, vouying 
your products, I presume, at the closest manufac- 
turing price you can get by an outside manufrac- 
turer? 

MR.” MARQUEZ? ~That is right, sir. You mean 
where We Actas a Gistrinutor, thar’ ie right. 

MR, WHITELEY:’ Other than radios. 

MR. MARQUEZ: Yes. 

MR, wHITELEY: So from tne point of view 
of your company there 18 a measure petween wnat 
you pay for these goods you do not manufacture 
and what the consumer pays; that is all marketiny, 
== it is all distribution? 

MR. MARQUEZ: in our case we form a 
link in distributive procedure. 

MR. WHITELEY: Yes; in other words, I 
assume the manufacturer from whom you buy tnese 


goods is not doing aiy marketing activity on 


MR. MARQUEZ: ~ That°is rignt. 


MR. WHITELEY: So that the entire spread 
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vetween what you pay for these goocs and wnat the 
consumer pays is marketing? 

MR. MARQUEZ: That is right, our costs and 
part.ot the dealer's costs. 

MR. WHITELEY: I am coming to that. Can 
you give us the lower and upper range oectween the 
~0o0ds on which the marketing range is smallest 
and the goods on whicn tne marketing range is lar- 
gest -- how wide a range is that? 

MR. MARQUEZ: I nave a letter dated Septem- 
per 10tn, 1953, wnicn we wrote to Mr. MacDonald 
in reply to some questions, and we gave nim there 
a numoer of examples of dealer discounts; these 
happen to os refrigerators. 

MEO WHIPRLEY That aeonot my. point. Lam 
after the entire difference between what you pay 
for the manufacture of these goods made oy some- 
body else and what the consumer pays? 

MR. MARQU&Z: The point I wanted to make is 
that 2b Varies. 

MR. WHITELEY: well, — am asking you. te 
Bive us the lowest and hignest range. 

My MARQUES: That: ts, the distributor plus 
the dealer discount. 

Mr. wHITELEY: No, no; the difference ve- 
tween the manufacturing cost to you and tne price 
the consumer pays. 

MR. MARQUEZ: we would os prepared to sub- 
mit that, but we prefer to do it confidentially. 


THE CHAIRMAN: I tnink Mr. whiteley felt 
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that perhaps if it were put in general terns it 
might not be confidential. On one article you 
might say 40%. and on another 60%. and it lies 
somewhere between tnose figures, which would not 
oe giving away very much. I am just suggesting 
figures as general figures. If you could say they 
ran petween 40% and 00%, or between 35 and 75, 

or whatever tney are: 


MR. PYNN: cL Unik your isfures area liltcvle 


MR. FAVREAU: That includes potn marketing 
and the material? 

THE CHAIRMAN: Tnat is the entire differ- 
ence between what you pay to the manufacturer 
and the price tne consumer pays when it gets into 
his hands. In some cases it will be larger. Mr. 
whiteley wants to ascertain witnin what limits do 
these things vary witn your company. If you think 
that is sometning you would like to keep confiden- 
tial --- 

MR. MARQUEZ: we would prefer to keep it 
confidential. 

THE CHAIRMAN: well, let us have that. 

MR. GERIN-LAJOIE: Referring to tnat para- 
graph on progressive price-cutting, you mention- 
ed increased efficiency in production anda also 
in distribution: Don't you think that by fixing 
prices*at the manuracturing level, I mean the 
manufacturer fixing retail prices, tne efficiency 


at tne distribution level might not be so complete 
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as if retallers would really compete on prices; 

MR. MARQUEZ: I would not doubt that at all. 
I think our case merely points out tnat to some 
extent you nave a choice of alternatives, and Il 
think none of us will dare to suggest that any 
alternative that eventually is cnosen or suggested 
Will be perfect... It. .is cur suggestion that the 
least harm to the public interest can come from a 
set of conditions in which manufacturers with some 
degree of foresight and consideration, aB suggest- 
ed by the Lloyd Jacobs Report, administer these 
retail sale prices, under whicn conditions the 
retaller is permitted a fair and reasonable amoynt 
of competition, at retail level. 

MR. GERIN-LAJOIE: Do you realize, or is it 
really your contention that after mentioning that 
it 18 an exceedingly difficult matter to distin- 
guisn pdetween the oeneficial and the harmful 
eharacter of any Individual price-cut, you give 
to the manufacturer tne privilege to decide 
wnicn is whicn? 

MR. MARQUEZ: You give tne manufacturer 
the priviiege to decide, yes sir, but.after all 
the aealer who almost invariaoly -- I would not 
say "almost invariaoly" -- invariably enjoys the 
francnise for more than one manulacturer does 
not suffer the, loss of all his sources of. supply 
even if one manufacturer decides he will no 
longer sell to that dealer. 


MR, GHRIN-LAJUL#: Don't you think the 
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consuming puolic mignt suffer if a franchise is 
vaken from a retailer vecause he cuts prices? 

MR. MARQU@Z: dow would tne puoliic suffer: 

MR, GERIN-LAJOI#: Because the puvlic would 
pe deprived of lower prices. 

MR. MARQUEZ: You are assuming that the 
manufacturer would have to cut off 
the dealer on the assumption that the dealer was 
engaged in predatory price-cutting. when in fact 
ne was engaged in progressive price-cutting. 

MR. GERIN-LAJOIE: well, that is the point: 
There is a distinction to be made and you appar- 
ently give tnis power to decide, overwhelming 
power to decide, to the manufacturer instead or 
dividing this power oetween the manufacturer, 
tne wnolesauler and the retailer, which might -- 

I say 'mignt" -- safeguard pvetter tne freedom of 
trade. 

MR. SAMIS: In that connection LI might 
mention that according to press reports as to the 
evidence placed before this Commission by retail- 
ers. particularly, tney have shown a desire to 
have manufacturers estauvlish their selling 
prices. misnl co thatitrue? 

MR. wHIT#L2Y: and maintain them, 

MR. SAMIS: And maintain tnem, yes. 

MR, GEnIN-LAJOL#: Of course, tnat is wny 
I am mentioning the consuming puolic; I am not 
mentioning tne interest of tne retailer. My 


question is, is it really for the voenefit of the 
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public that. ‘the power to fix retail prices oe 
determined by tne manufacturer, and to go further, 
is the manufacturer really in a position to know 
what the distribution cost is at the retail level; 
bs*ne *reably it a position towhave all the factors 
necessary to determine that distribution cost: 

MR. SAMIS: A manufacturer in order to 
pian his operations economically in a free enter- 
prise system must oe adle to determine the price 
at’ whicn his products are sold to the consumer. 
Onee he is deprived of doing that he has lost one 
or the tools of determining on wnat scale he will 
set his production rate and what his costs will 
oles 

THE CHALRMAN: Isn't 1t really the function 
-- the responsivility of the manufacturer, and 
nis need to determine the price tnat he must re- 
ceive from tne sale of his goods, and of course 
the lower the price tne consumer has to pay the 
larger the volume will ve, and he must determine 
what, on an estimated volume, it is necessary 
Tor unr oD Cec Ay order fore ham Toscamyy won ou61 - 
ness at a reasonable profit, but he doesn't need 
to Tix the price below which it cannot go? 

MR. PYNN: If I could answer that, I can 
e¢lear up one of Mr. Lajoie's questions at the 
Same time. You have said every manufacturer is 
interested in getting the maximum of volume ve- 
cause in so doing ne gets nis costs down and 


therefore greater profits to himself. Ooviously, 
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the way. to do that is to offer the most attractive 
prices to the end user, tne end purcnaser -- the 
consumer. So, therefore, it is in his interests 
to build a product which will give him a satisfac- 
tory profit and which will also give his distri- 
putor and/or his dealer a satisfactory profit and 
which will still sell to the end user at, a satis- 
factory price and with satisfactory services. Now, 
all manufacturers -- and tnere are many of them 
today in most of the appliance fields -- are con- 
peting for tnat retail sale, and they are all 
striving to get their retail price down to tne 
lowest possible level. Contrary to what Mr. Lajoie 
might think, the manufacturer is in an excellent 
position to know what distributive costs are, for 
this reason: He has worked eitner through his 

own distributing organization or, like some manu- 
facturers, through a specialistrin that. field such 
as the Northern Hlectric Company. S&ithner througn 
his own organization or through the Northern Elec- 
tric Company he nas ouilt up a dealer organization 
across the country, presumavly. The dealer or- 
ganization is in a position to Know what the 
selling price snould oe in a competitive market. 
The distrivutor, therefore, to get his share of 
the dealers' volume will certainly be very 

guickly informed as to what competitive prices 
are, and progressively the manufacturer will be 
informed indirectly, if not directly, as to 


what the competitive prices on every product should 
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Now, with that background I would like to 
go back to one of Mr. Lajoie's points, when Ne 
Suggested that rather than have tne manufacturer 
invested with this overwnelming power, as he Sug- 
gests, to set the retail price, I think that the 
manufacturer through his distributor, or distri- 
buting division, and througn his dealer organiza- 
tion will certainly know very quickly what distri- 
butive costs are in a competitive market. He will, 
therefore, oe striving to set his prices which 
Will be competitive and which will permit his 
dealer or distributor to show a profit on opera- 
tions. The dealer and tne distrivutor are, there- 
fore, contriouting to the manufacturer's thinking. 
SO, while the final power may be in the hands of 
the manufacturer to determine whether or not a 
dealer is conforming to the overall policy, actual- 
ly the thinking is made up of thinking of dealers 
and distrioutors in any area. 

One more point; what we are asking for is 
a return to resale price maintenance, and if 
there is one thing whicn should oe clarified 
immediately it is this; that we are not asking 
for retail price maintenance without free 
competition at tne retail level because, 
gentlemen, prior to tne enactment of the present 
legislation we did nave free competition at 
the retail level. No manufacturer I know of 


in Canada today will cut a dealer ofi because 
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he cuts prices. AS a matter of fact, in days when 
appliances were in snort supply I nave known dis- 
tributors and manufacturers wno cut dealers off 
for tne very reverse reason, oecause when items 
were in short supply tne dealers were adding a 
premium to the manufacturers' suggested price. 
Tnere will always oe competition because dealers 
will give discounts for various reasons, and trade- 
ins for various reasons, and in offering these 
Giscounts and trade-ins it will always reflect 
resultsmol enyyineriielenoy.,) But thewmanufracturer 
does not want to see wide-spread price wars 
brougnt aoout vy those retailers wno will deliver- 
ately omit both their obligations to their own 
customers and to their suppliers, and cut. the 
price still further te agpointyewhere, they make 

a dollar. or, two and are quite,satisfied. 

MR. GERINeLAJOLE: But still would you find 
that the best way of solving the proolem would oe 
to leave in the hands of the manufacturer the 
power to decide whether it is a harmful practice 
or not and whether price-cutting is reasonable 
or not? 

Min. PENN: Yee. 

MR, G@RIN-LAJOIE: when mentioning dis- 
tribution costs I mean distribution costs dowzi 
to the consumer, including retailing, and you 
pelieve, naving that definition in mind, that 
the manufacturer is avle to determine the dis- 


tributing costs to the consuming puolic? 
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MR. .PYNN: I don't think there is anyone 
better qualified tnan the manufacturer to determine 
chat. 

MR, GERIN-LAJOL#: would you not tnink 
there are great variations in the distributing 
costs, and I will put a very simple example: Don't 
you think the.distrivuting cost or retalling costs 
of a revailer on St. Catherine Street west, around 
Peel, is tnat the same as that of @ small retailer 
in the East end of Montreal in a small street? 

MR, PYNN: There are bound to oe variations. 

MR. GERIN-LAJOIE: So how does price main- 
tenance allow you to pass tnose variations on to 
the consuming public: 

MR, FYNNs - Choughnt £ nad jusv covered 
that. d touched on 2t, perhaps Tightiy, but as 
I said pefore, prior to the enactment of the pre- 
sent legislation, and during the period when 
appliances came into free supply there was very 
definitely free competition at the retail level. 

MR. GERIN-LAJOIE: Is it your view that 
all tne teagan manufacturers. had that policy 
followed wy tnem? 

MR. PYNN: Yes, I don't know of any manu- 
facturers who would cut off any retailer because 
he made justifiaole price reductions. As long 
as he did not start a price war I don't voelieve 
he would be cut off. 

MR. GERIN-LAJOL#: Your view would oe 


to come vack to price maintenance just to avoid 
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the harmful. practices of cutting prices for th 
purposes of price wars; 

MR, PYNN; Saactly. 

MR. MARQUEZ: May I make one pointy You 
asked whether or nol, suggesting tnere would be 
a difference petween tne overhead of a retail 
Store on St. Catherine Street as against a small 
Store in the East end; I think we can &ssume that 
the overhead costs that are of importance is the 
proportion of overnead costs ascrioaole to a unit 
tO be sold... The reason the St..Cathnerine's store 
is more expensive is because its position will 
give it greater volume, and I suggest the small 
E st end dealer may not actually be operating in 
terms of mark-up one oit more economically than 
the oplgger store. 

MR. GERIN-LAJOIE: Don't you think that tie 
retailer at one place might be reasonaoly satis- 
fied with a lower profit, having different con- 
ditions of living? 

MR. MARQUEZ; All I can say is that we have 
been in the distrivnuting business for quite 
some time and quite an appreciable number of 
years during the period of resale price mainten- 
ance, and we have yet to find a retired elec- 
trical appliances dealer. They all get by 
making a living, and that is just about all. At 
the present time those dealers are just simply 
not doing that. The dealers who are cutting 


prices are at tne moment certuinly making a 
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profit, as Mr. Sumis pointed out, to our knowledge 
from tne press reports this Commission has nad -- 
and one orief suggesting tne status quo oe main- 
tained. Certainly, though, it would be quite sur- 
prising if the group of retailers engaged in tnese 
price-cutting practices, and who were at the moment 
making substantial profits out of it, it would 

oe surprising if they did not support it, but LI 
Suggest tnat the dealer who is, in fact, prepared 
to carry out those responsibilities which he has 
always been called upon to carry out in the past, 
and which we suggest are necessary for the long- 
term health of the electrical appliances vousiness 
in all its phases, that that dealer is not capable 
of Living satisfactorily. 

THE CHAIRMAN: There is one further point 
with respect to your position concerning the remedies 
for predatory price-cutting. You point out on 
page 8, in referring to the legislation against 
price-cutting, that due to the question of intent 
being involved it is often difficult to distin- 
guish petween predatory and protective price- 
cutting, and even more difficult to distinguish 
between the two forms of predatory pean ute ne: 
I want to ve clear wnat you intend to convey oy 
your brief is that because of those difficulties 
you don't think it could properly be nandaled oy 
law, and tnat you desire the manufacturer to 
assume that responsivility. 


MR. MARQUEZ: I have one point there. Actually 
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when one reads tne newspapers and sees a sunostan- 
tial price-cut, to people otner than the manufac- 
purer of the product; the distributor.of) the 
product and the dealer involved, to people other 
than those a great deal of surmise mignt ve en- 
gaged in as to wny. well now, tnose three people 
together snould Know wnetner or not tnat is ac- 
tually a case where the dealer is predatory price- 
cutting or whether, in fact, it represents an 
effort to, join up on the part of the manufacturer 
to help relieve the dealer of tne inventory. There 
may be a great many problems involved that are 
difficult to understand other than for the people 
immediately concerned. 

THE CHAIRMAN: You think it would be too 
difficult.to frame in legal terms prohibition. on 
the things that would be really predatory, leaving 
the progressive price-cutting features free? 

MR. MARQUEZ: That is rignt. 

THH CHALRMAN;: But you want tne manufac- 
turer to assume the responsibility of determin- 
ing. in any particular case whether. it,is: pre- 
datory price-cutting on which ne snould take 
some action. 

MR. MARQUEZ: Lf he elects, to do so. 

THE CHAIRMAN: well, he must make the 
decision? 

MR. MARWZUEZ: All we can say is that we 
have operated during the period oi time in which 


he did..and)2m fact very, rarely clected, to do 
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anything. Pernaps I will put it this way: the 
Veryelactuhe Had.it in his power to do so Af he 
wished to -- at least, it wasn't expressly for- 
bidden ~- in itself exercised a curbd on those 
prices. 

THE CHALRMAN: There is one point I would 
like to ask in connection with a remark made a 
few minutes ago. You say you tnougnt no one was 
better qualified to determine the distrivutive 
costs than the manufacturer: Would you say the 
manufacturer is better aole to determine the dise 
tributive costs than an efficient retailer nimself? 

MR. PYNN: The manufacturer is in a better 
position to assess overall -distributive costs. 
Certainly it cannot be applied to individual 
Sspecificyeosis: Invvne case of-any onesretailer who 
may be avdle to save a percentage; obviously the 
manufacturer is unqualified to do that. 

THe CHALRMAN: I did't think you meant 
Quite that. 

MR. PYNN: I was speaking very generally 
aoout the cost of merchandising 4 product to the 
puplic.. 

THE CHALTRMAN: That. is, the general devel 
of what you might call average costs would ve 
within the purview of tne manufacturer's kKnow- 
ledge? 

MR, PYNN: And wnen we say "average" we 
mean average efficient costs. 


THE CHAIRMAN: You don't tnink that any 
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efficient retailer who nappens to anjoy a fairly 
large volume snould oe free to make any aistinc- 
tions in prices? 

MENWtPYNNG ouNcepieGlidn'tesay thate. i think 
this, toat the efficient dealer certainly should 
ove in a position to eitner enjoy the profits of his 
greater efficiency or pass them along to his custo- 
mers. 

THE CHAIRMAN: And he has a4 choice? 

UR: EPYNNagi Bienes 

THE CHAIRMAN: If he sells at the maintained 
price he makes da. larger, profit,.and if, he, cuts 
his price a bit he probably increases his volume? 

MR. PYNN: Yes, to the joy of the manufac- 
turer: 

THE CHAIRMAN: But on the otner hand does 
not that raise the kind of difficulty.you are 
talking avout today? 

MR. PYNN: No, oecause any savings he may 
make oecause of efficiency -- I am not including 


cases where the dealer deliverately omits any 


% 


of his obligations, but where he makes savings 
througn actual efficiency, without any de- 
ficiencies, then the savings are going to pe 
small enough that he will not start a price 
war. 

THE CHALRMAN: How are you poling to 
draw the line bdetween a price-cut in whicn the 
functions are discnarged, whnicn you would say 


Ss legitimate, and one whicn goes just a little 


He 
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over tne line‘ 

MR. PYNN: Well, I can explain it this way, 
pernaps: we know -- and I think you have had tnis 
pointed out to you oefore at other nearings -- it 
is very definitely known in tne industry tnat 
any retailer who is performing all of his func- 
tions is going to.find,. that. with an .cifictent 
operation nis costs of doing business are going 
to fall into 4 rather narrow track of gross profit 
rate, or a percentage of his gross sales;, so we 
know that even with any known efficiencies, any 
retailer wno does streamline nis operations is 
going to make savings whicn are so small that any- 
thing he mignt do in passing them along to the 
consumer will not. start & price war but will 
more probaoly voé in line with what nis competi- 
tors are ,Urying. tO dow, He 26 not poine 2o be 
aole to aavertise the products at, say, 10% aoove 
his costs. 

THE CHAIRMAN: You don't think that a 
distributor, tnrough his efficiency and his 
public relations or any other thing, that may 
help him, may be anole to so increase his 
volume that his cost per unit would be sub- 
stantially less -- his operating cost -- sub- 
stantially less than average’ 

MR. PYNN: Not supstantially; it may be 
substantial in dollars, but percentage-wise, 
no. It has never proved that way in our past 


experience, 
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CHAIRMAN: You don't tnink it could 


amount to 10%; 


MR, 


Mit. 


relevant? 


FYNN: NG; Laon. Unink so. 
MARQUEZ: May I read something tnat is 


it is-quoted on page “303 of the “Direc- 


vor’™s Report; and*it is “inthe broyd Jacobs Report: 


"Sucn price reductions are plainly 


of a different Kind from tnose which 


result from low-cost distrioution, 


or from those wnicn may oe considered 


reasonaole in the light of an ex- 


pected increase in turnover. while 


it is true tnat no trader can accur- 


ately eatimate tne increase in his 


trade which may accrue from price 


reductions, there is an oovious 


difference oetween making a note- 


worthy reduction in the price of 


specially selected goods and a 


gradual reduction in the general 


level of prices over as whole range.' 


i 


He assumes, or appeurs to assume, that effic- 


ilencés are, if not impssidle, unlixely to re- 


sult in substantial, marked reductions in cost, 


and I would venture to Suggest that a 10% re- 


duction is 
could get 
efficiency 
done quite 


THE 


a very great reduction. “EP we 


aeor 3 percentage improvement on 


in our operation we feel we have 
agit : 


CHAIRMAN: IL think that leads to another 
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Question. In certain fields of merchandise -- I am 
thinking now of groceries -- during tne last 25 
years there has been, through the development of 
chain stores and super-markets and so on, 4 re- 
duction in the operating costs of the retail 
&rocer -- 4 pretty suostantial one compared to 
former days. L think that is correct: that.is my 
understanding of it. Is it your contention that 
that sort of development is not fessiole in the 
appitance riLeld? 

MR. MARWUEZG: Far be it from me to suggest 
anything is not feasible. 

THER CHALRMAN: well, err are contending 
that the circumstances in the appliance field are 
Quite different. 

MR. MARQUEZ: I would like to suggest that 
there are very ereat differences, I think that 
the differences lie fundamentally in the fact that 
the products sold in the grocery store are consumaole 
products; tney are vought every day, and if 
you make a mistake and ouy the wrong thing 
toaay, you can ouy the right thing tomorrow. 

You are paying 10¢ -r $1.00 for the article. 
The consumer approaches the purchase oi that 
type of product in a far different frame of 
mind from what he does when purchasing 4 large 
eostly product. The consumer does not want to 
have a demonstration of now itv works; he will 
80 out and puy it and try it, and if he does 


not like some, let us say, soap-making device, 
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he will try anotner. That is the fundamental 
difference between the two. 

THe CHAIRMAN: I see the difference but I 
wondered if you felt tnose differences were such 
that it would be falSe to even imagine that some- 
thing of tnat process whicn has already taken 
Place in groceries and one or two other fields 
would oegin to take place in tne appliance field; 
whether you think it is starting, or wnether what 
is taking place now is sporadic and will disappea 

Ma, MAN UGA: if I may try to paraphrase 
what you say, to de Sure I have got your thinking 
You are wondering whether tnese low prices appear 
ing now might not, in fact, oe manifestations of 
an improved, more efficient metnod of distridoutio 

THE CHAIRMAN: whether it is @ sign of the 
beginning of a change in distrisoution in the 
appliances field? 

MR. MARQUEZ: I would nesitate to say 
they are not. What we do say with some assur- 
ance is that those that are taking place are do- 
ing so at tne expense of the distrioutive pro- 
cedure; that tney are in themselves not increased 
efficiency; they are like a condition that 
might occur in the manufacturing operation in 
which cost saving is obtained either in labour, 
material or time vy a straight reduction in 
quality. That ta not a true efficiency at ail. 
That is a pseudo-efficiency which the consumer 


very soon recognizes. Perhaps tne difficuity of 
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this proolem is that the consumer wno is aole to 
purchase one of these appliances at a preferred 
price, in.effect, suffers no damage himself. It 
is consumers in general who are hurt. In the case 
of pseudo-efficiency on tne part of tne manufac- 
turer, where quality suffers, the consumer suffers 
immediately and personally. The man wno ouys a 
device which breaks down 4 week later is hurt, no 
matter what price he paid for it. The individual 
consumer who buys at a preferred price has no 
heart-oreak aoout it; he has made 4 vargain. 

THe CHAIRMAN: He tninks ne has. 

MR. MARQUEZ: He undoudtedly has, and it 
ia a 2ittle oLt) far jhead to suggest: that if he 
buys a refrigerator today then mayoe when his 
daughter ouys a refrigerator 15 years from today 
she may be paying a higher price. It is too re- 
mote. 

MR. G#HRIN-LAJOLE: Gentlemen, Way [ take 
from what you have said up to now that you agree 
with another paragraph or the Lloyd Jacoos Reée- 
port wnich was not quoted wnen you read page 
308 of the Director's Report? That paragraph 
reads: 

"It appears: to us. to ve con- 

trary to the puolic interest for a 

manufacturer to use nis power to 

eut off supplies in such a way as to 

oostruct tne growth of particular 


metnods of trading, to impede tne dis- 
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triopution oy another manufacturer of 

competitive goods, or to deprive the 

puolic of tne benefits of low- 

cost system of distribution. 
Is that right, that you agree with that expression 
of opinion also? 

MR, MARQUEZ: At no time did I suggest, nor 
did any of us, that we agree with everything in 
the Lloyd Jacoos R.port. N-r would I suggest that 
ou necessarily agree with all the matters pre- 
sented tnerein. However, we nave the impression, 
aithougn it is not So specifically stated, that 
in the Lioyd Jacobs Report and in the Director's 
Report, both those Reports brought about an econ- 
omy where demand tended to exceed supply. Tnat is 
a point the Commission mignt give some tnought to. 
i think Mr. Pynn pointed out there were instances 
in the period after the war where some of the 
punitive practices used oy manufacturers against 


romy in Lack, 


ty 


Gealers was to prevent the aealer 
inflating the price -- in fact, asking you to 
pay a premium because they were in short supply. 
At the present time, under tne present legis- 
lation, supply tends to exceed demand, and tne 
balance is that way. But we may very well 

face under these same conditions a4 different 
set of conditions under wnicn demand tends to 
exceed supply, in which case it would be just 

as easy under the present legislation for the 


dealer to charge atrocious prices to the consumer 
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and Still tne manufacturers have no say in the 
matter, and it would seem to me that is a point 
that may well be vorne in mind, vecause that is 
the other end of the Swing of the pendulum. 

MR. GERIN-LAJOLE: Regarding a paragraph 
on page 2 of your orief: 

‘Protective. Price=Cutting: There are 

two types of price-cutting, the first 

to meet competition", 
and you seem to express the opinion that these types 
of price-cutting are only temporary and irregular. 
Can you explain wnat you mean oy this part of your 
brief? I just wonder how there could not be price- 
cutting to meet competition under a continuous 
oasis? 

MR. PYNN: There can be under present cir- 
cumstances, and it is for that very reason the 
appliance industry has suffered such 4 set-vack 
during the past eight or nine months. But under 
retail prices maintenance, there the manufacturer 
always nas tne power to stop 4 war at the re- 
tail level by cutting off his particular orand 
of goods from the party who is at tne root ofr 
the trouble. Let us not forget, gentlemen. we 
snould not look on the manufacturer as some all- 
powerful individual wno has no interest in this 
ousiness, because let us not forget that any 
time 4 manufacturer cuts off a dealer. for any reason 
son whatsoever, then, unless he is prepared to 


sacrifice whatever he is getting, he has to find 
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another dealer. In otvner words, the manufacture 

has 4 stake in the ousiness of any dealer handling 
his line, and he is not going to. lightly cut off 

an outlet to the public; but, nevertheless, where 

& price war starts the manufacturer of any reputaole 
orand is going to oe interested in stopping it, 
oecause, 48 we have tried to point out, that price 
war. While it may mean immediate economics to the 
public,*it is not in they long’ term interest of the 
public, tne dealer or the manufacturer. 

MR. G@RIN-LAJOLE: what I have in mind is 
that, don't you think there should be competition 
on a continuous vasis in a free economy? 

MR. PYNN: well, there is. 

MR. GHRIN-LAJOLS: Mayoe we do not under- 
stand "competition" in the same sense. 

MR. PYNN: There is competition on a con- 
tinuous baesisy and that I triedrtocexplaine pefore, 
because there are always means of disposal and 
of offering. competition to any other dealer in 
tne neighvournood, what is meant here, when we 
say they only occur temporarily, is protective 
price-cutting wnerein the dealer is forced to 
cut his price oelow a déesiraole level. 

MR. GH#rRIN-LAJOLS: Was tois a particu- 
lar type of competition you had in mind? 

MR. PYNN: If I might imagine dealer "A" 
who hus made a oad guess and is stuck with 4 
heavy inv ~mtory cof & given type of appliance, 


and to liquidate his investment he nas to cut 
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nis prices; dealer "B" down tne street, he may have 
and 

@ perfectly normal inventory,,in order to get normal 

turnover; would have to cut his prices to a similar 

level to get his turnover. 

THE CHAIRMAN: Your protective price-cutting 
really has more than the two features you mention 
here, because you don't mention distress merchan- 
dising. 

MR. PYNNs well, we have "perisnavle or 
subject to obsolescence”. 

THE CHAIRMAN: Well, ne may oe oeing pressed 
by the bank, or something of that kind. 

MR. PYNN: That comes under that; we didn't 
specially set it out. 

THE CHAIRMAN: It is an additional one that 
would come under "protective price-cutting'"? 

MRGSPYNNs EXCex 

MR, GERIN-LAJOLE: Referring to page 4 of 
your orief, tne numbered paragraph at the bottom 
of the page, looking at paragraph 1; 

"The distrioutive procedure must provide 

toe field service necessary to keep the 

appliances in good repair and tne con- 

Sumer satisfied." 

Would you have any evidence that so-called price- 
cutters don't give the service? Because you may 
be interested to know that tne Commission z,ov 
evidence before it in Toronto-of cutting prices 
and also effective service. 


MR. MARQUEZ: I would be inclined to say 


he 
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that under present conditions the very first thing 
the price-cutter will not eliminate is service, 

for the very oovious reason thet strixes home first 
vorune consumer. It is quite oovious, if our ar- 
Bument nolds water, tnat tnose reatures of dis- 
tribputive procedure, tnose essential features 

which would oe eliminated by a dealer Engaged in 
price-cutting, would oe those features which 

would take longest to introduce themselves tu the 
consumer. Therefore, ne does not leave off service, 
because word sets around too fast. 

THE CHALRMAN: How does he function, then? 

MR. MARQUEZ: He usually nas very excellent 
service. 

THE CHALHMAN: If he does cut down service 
how does he function? I tnougnt yourcontention 
wes that service is one of the functions of the 
retailer and he is only aple to make these heavy 
reductions by eliminating some of those services; 

MR. MARQUEZ: Yes. 

THE CHAIRMAN: If he does not do that and 
Still reduces. the price 4.4. 7 

MR. MARQUEZ: I used tne word "service" 
in the sense Mr. Lajoie meant it, and that is, 
repairs and installation -- service to Keep the 
appliance in good repair. I meant servicing of 
the appliance. H. does omit certain things 
wnichn he has to aepend on otner dealers to do 
for him: For example, tne explanation of fea- 


tures of the merchandise, tne opportunit; on the 
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part of the consumer to compare one appliance with 
another, and to have the opinion from the dealer 
as to the desiravility of tnis feature as against 
that feature. 

THE CHAIRMAN: You mean they have not got 
the various appliances on the floor wnere the pur- 
chaser will nave an opportunity of comparing them, 
and the salesmen do not discuss those things with 
them? 

MR, MARQUEZ: Many of them have appliances 
Omhe: floor: They are. gold on aevery strong: ar 
gument, whicn this dealer nas, and that is8 4 news- 
paper advertisement, "Buy tnis at such and such 4 
price". 1 worder wnat would happen if eventually 
none existed out the price-cutter, ovecause ne can- 
not exist unless he has somepody else to compare 
hiswpricetwith: ban@iiie there weremones buspiissd 
Suggest a greet deal of the values would disappear. 

MR. WHITELEY: what do you think of tnat 
solution if the manufacturer ceases to name the 
price? 

MR. MARQUEZ: I think a good deal of the 
manufacturers have thought avout that. wnat 
is actually nappeninz, today is that the suggested 
list price means almost nothing in areas where 
this kind of price-cutting takes place. we 
are Still weighing the pros anda cons. 

THE CHAIRMAN: You have not arrived at 
any conclusion a8 to what would nappen if the 


Susgested list price was aoolisnea‘s 
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MR. MARQU#Z: That is right. 

THE CHAIRMAN: And you left that entirely 
to the wnolesaler ana retailer? 

MR. MARQUEZ: We have come to no conclusion 
on tnat. 

MR. FAVREAU: I understand your contention 
would be that in what is called the normal margin 
whicn a dealer snould take is included four items 
of service woicn née should perform for the com- 
munity, ineluding servicing plus publicity plus 
opportunity ‘of the customer to compare plus crea- 
tive selling plus display and demonstration of 
the article, and I suppose, that the conclusion 
With respect to one who would cut prices would de 
that in.cutting his prices.and in not performing 
one of these functions, in reality he. does not 
give anything to tne client because ne deprives 
the client of these functions which normally he 
snould perform, but if in fact a dealer does per- 
form one, two, tnree or fags of these services 
wouldn't he be allowed to cut his prices if he 
eould do. it, at_least, to the extent of what he 
pelieved was the. value of tne service which he 
does actually perform, oecause he does not then 
deprive the customer of something? 

MR, MARQUEZ: That really comes back, 
fundamentally, to tne same point we had 4 while 
eso, and.that is, is it our opinion that it is 
possiole to introduce more efficiency into the 


distrioution operation. I would nesitate to say 


en 1 ace hae Wy a 


7 ‘}. 





whintea Saniaeaae . 7 
Gl Lovee, eR “saa te alta. 08 
aotsercos nwo bdtadeniobiss Ly A CABAMIA afer! He 
ni grok Lomo ons belie ek Sade at tend wo bivow 
awwdt nwo't bedylond al east biuone ssiesh Byndtdw 
-too oid cot mrotxsq bivbds on avtaw- eolvisa Yo 
Belg eotoniung ewiq gitsivase gotboloal , <i lave 
soto Bolg wtag@oy WO TeliOneme wits’ ‘Lo naeabrnoage 
to aottetenoneb oge yeldeid eafq grtiier ovis 


Oe Veer ee ee 


goteulonms aad yads yveoqque ” bas, .sfotors saz 
| sy bivow aching Jo bluow ow que os aouqent aglw 
gtiiatietxag sos ab DAs soobuq ‘etd aittedars. ob sans : 
| . VOR /GGRG ot @ Lfeet at eBTOLG OGRE gaodd to one | P 
eavirqeb. on 4aunoee toully out: oy gnlasgyae ovis 
wt Yliaevan dotaw ano ty oct exons to taeifo ant 
-1uq s60b tefiewy » vol ab 92 gud potted biyone 


anoivEse seid TO mol to Seid (ONS «ane mod 


uo) 22 suotiq ola Jue of. bowolla se sa go nblvow 
oo gadw Yo daedee cat oy Gegebte wat Ob Lives 


aa deluw eob¥ase sad to opisw ett ecw develios i : 


nemd Ja eo0b of vaundvd ne ‘es0b. : 
7 ‘qilnveuos Iv wsaotess vie evingeb = 


ond aouge Ellast TeaT. eae (A "aa 





tr 
WW 
—] 
W 


it is not possivole, but all we ssy is tnat price- 
cutters who do so do, in fuct, eliminate essentials. 

MR. FAVREAU: The reason wny mignt oe very 
mysterious, out let us say there was one retailer 
who would perform 4t least one cl these services; 
wouldn't’ he oe entitled to reduce his price at 
feast vo the extent of “that particular service of 
whieh he is not depriving the customer, vecause 
then you cannot say the customer suffers from tne 
reduetion “i price: 

MA, MARGUEZ: “"L think E’eer your point; 
in otner words, you are suggesting he could sell 
an inferior article providing he reduced the price. 

Mr. FAVREAU: No, he could sell the same 
thing if ne performed the function, or any of 
tUnese functions, and surely one cannot say that he 
is reducing his price pbécause ne is depriving the 
Pupize “Cl “that service: 

MR. MARQUEZ: Since he agoes not perrorm the 
function ne reduces the price, and therefore is 
nov charging the customer for iv: 

MR. FAVR@AU: Yes, but if he did reduce 
the price, then tne argument woulda work. 

MR. MARQUEZ: If he did perform the func- 
tions and reduced tne price, I would say yes. 

MR. GERIN-LAJOIE: Isn't it possiodle that 
customers might be content with buying some gocds 
Witnout having any guarantee for tneir ser- 

Vielng? Isn't*it possisie that I, going into 


a store, would be content to ouy certain merchandise 
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at $5.00 less tnan tne $30.00 list price knowing 
that if I have any tvrouole with the article I 

Will have to pay for tne servicing, and that oecing 
possidvle, would you say any competition with such 
&@ situation exists? 

Mo MARQUEZ :~* Theat As" a pretty tricky one. 
L would like to suggest that the value in the pur- 
chase price to the consumer for servicing is not 
pasped on an individual value for each unit. It is 
Oased -- I would not go so far as to say on an 
actuarial oasis’ == but on an overall picture, and 
it does depend on tne basis that a certain numoer 
of customers will not require service. If you 
want a opottle of milk and you put out your money 
every morning you" don't-say, “You have got to 
give me something off oecause I don't want credit, 
end tnat 46 perwor your charges." IP dom? othink 
the milk companies would create 4 Special price 
for eacn consumer. 

Mr. GERIN-LAJOLE: Isn't it possivle that 
one milk company would do this business ona 
eash oasis and, having Lower costs, some people 
would be content to use that company, and some 
other people’, tie to nave credit, would use 
the otner milk company? 

Mn MAnSUeZ: Thev'*ss ries." However, the 
problems of service you are talking avout are 
actually carried out partly by tne manufacturer 
who has to provide guarantee on parts, partly boy 


the’ distri ocutor who’ has a function to perform, 
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and partly poy the dealer, and I would Suggest that 


the overall cost of service, wnich is not extrem 
hign, is oased on its spread over tne purchasers 
some of whom require service and some of whom do 
not. I suggest it Is theoretically impossible t 
create a new scale of charges in wnich eacn pers 
pays, in fact, for the particular services he 


requires, and those who do not require services 


ely 


oO 


on 


pay nothing at all, in which case some people would 


pay a good deal more and tnose not wanting ser- 
vice would pay less. 


MR. GERIN-LAJOIE: I am not envisaging a 


situation where one would pay for service received, 


put where one would state in advance tnut he was 


bayine soO,much for an insurance Lor service. That 


iS What most orand manufacturers do now; it is 
incinded An the prioe or the 2o0ds, so it Ls on 
basis of an insurance, more or less. 

MR. MARQGUHZ: That is right. 

MR. GZRIN-LAJOL#: But if I go into a 
store I know, for instance, tnat I am paying 
%LOO.O00 fora radio and that includes servicing, 
Sub in another case 1, pay only, $90.00 and 1 
Know he is not giving any service; way snould 
the manufacturer oppose tnat practice? 

MR. MARQUEZ: I would tuink the answer 
would be oovious: It is quite opvious if LL am 
a manufacturer of a orand name whicn I nave 
built up over a numoer of years and which tne 


public Bas some trust in, that if I fail to take 


the 





. ; 
: sa at ai ee sus 
eaumionag, 00 a "0 
2b main, to ima bas soe, exlunE mean 0 * 
ot wlaleeogat ulisokterouds ia scoala 
‘iL @80q ADRS) doinw, ou, asicuing 20, efeom, wore esaeng 
al tov lwive telwoiisg 203 707 atest at ated 
eooivass vidos doo ob um, gacdd (DAG » bot tupes 
bivox viqes vamos, sap dokin At ALi Fe gaeLAFOM, Mes 
-soe yoisaew dod eaodd Sas stom Lae Doos & Yed 
s gilydeivas gou ms 1 sl GGAd-ALIRD: a 
povissst golvage “ol <q bivew eno exsdw nosoevite 































aow 2A dis sotevbs al otate Ploow sno enone yas 





suet” .dbiwiee. aud Soastwens Hs IO Aovm Of wALNAd. - 
— 
ei SL ,aon ob StoTgdou Tyan, BAAS, Jeow Jpn BF = 


wit #7 ei (4 08 <BhOts GAT 20 wots, ang ol pebuloal. 


boot te ottm .goasTuaHt ae 26, Blase 7 
~ ,dtigtt 21 det! + SHU HAM Pet : 

& Ooh On TL Sie ;BICLAd-ALASO . AM | 
antag we . ant .sonevent 10% NAPS TOPOS? | i Ru 
waitolvaes eebulent saat bag, olbas 8 16% 00.0014 : ; : 


2 oak 00,0¢% gio eed] epee, serious, nt dug 
dlsoke Yow peudvise ye gatvty a et won 

geolsveetg duns sBeggo ¢ : 

guwets ais Aalup Pivew I — 1 i Wk 

we J Xb snodvod ottop eh 32,, snaadiot | 

sign 1 moldw saat baetG 5 iy + 

200 Sole DUS eras, ‘Le ape 

exe oF Lies tani seas aise 

is ) y oH 





1570 


such steps aS are necessary to make as reasonaoly 
sure as [ can that tne consumer will obtain ser- 
vice, sometimes in spite of himself, tnen I am 
risking the name. 

Min, GHRIN-LAJOL&: Isn't it true that now- 
adays T.V. sets are sold without servicing guaran- 
tees -- parts are changed possibly, but not nome 
servicing? 

MR. BROOKS: some of them are sold witnout 
Service fTacliity, Put Ll donnie, sec that makes any 
reason (Or a@ PYice+-cuo Oe Predatory nature. 

MR. GERLN-LAJOLH: No; well, that would 
possibly snow that’ 1 t4isvalpractical commercial 
basis for doing business, and that it mignt be 
envisaged in another field also. 

MR. BROOKS: what happens eventually is 
that tne customer wno is unable to odtain service 
from tne dealer undouotedly comes oack to the dis- 
tributor or manufacturer for that very service 
which he demands.” He is going to demand service 
whoever gives 1t, and it comes back to the manu- 
facturer to perform funetions for which he has 


already set up in his scale of business with the 


MR. MARQUEZ: Certainly it is theoreti- 
cally pPOSSIOLS; “and"@ani- tact ie,cone. for dealers 
to sell T.V. sete or advertise 7.V. sets without 
the service charge, but we suggest that in 
fact the manuracturer does not like that any 


more than ne likes predatory price-cutting. 
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What the dealer does is to use the price without 
service to make it look good in tne newspaper ad- 
vertisements, and then sometimes surprises the 
customer wnoen he learns this does not include ser- 
vice. 

THE CHAIRMAN: Yes, but if the ouyer knows 
he is not entitled to the service and not paying 
for anything of tnat kind, tnen, while the manufac- 
turer-may tnink there is some danger of getting a 
bad name tnrough appliances falling down, there is 
nothing predatory avout it? 

MR. MARQUEZ: I would think there would ode 
two things a@gainst it: First of 411, tne manu- 
facturery of course, does not like tnat idea at 
4ll because it places his appliances in tne most 
Vulneraéole position of any appliances. As I said, 
the second tning is tnat these service cnarges 
are oased on a gpeneral spread on the assumption 
that a high proportion of the appliances do not 
require service. 

THE. CHAIRMAN: Suppose I am 4 purchaser 
and. I am satisfied witn the quality of your pro- 
duct, and EZ am going to gamole and not Intend 
to have any servce -- and there are some things 
avout whiecn I woulda take tnat stand mysslf -- I 
Have eo. reason, for it, and af cy taking tnat 
reason I] find I can save 10% of tne purcnase 
price, I Know tnat if s-metning goes wrong I 
nave no claim on tne manufacturer; I Know I 


have to ~0 to a repair man and pa, for it, and 
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I am willing to take tnat.cnance, and if I do so, 
is there any reason way I snould not pay for 10% 

MR. MARQUEZ: I ean wive you a dozen reasons 
why. You can go to 4 automotive manufacturer and 
say, "You have tires wnicn are made for my safety, 
out you can reduce tne auwount of ruvuer and I will 
take a chance on it”. 

THe CHALTAMAN: Nv, that 18 cutting tne 
qualit,.:. Lam talking of, your standard product, in 
Which LI. have confidence, and you are, willing. to 
provide service at a price which is included in 
your sellin, price. I feel I won't neea tne ser- 
vice and I gamole on that, and therefore oecaduse 
that part of the cost is eliminated to you you 
Will Sell tTosme, forma smaller price: why should»). 
not o¢ aple to buy it at a smaller price? 

MR. MARQUEZ: I tnink that IL cannot dis- 
agres, wltn your suggestions it ds possinole, out 
what. l.do say.ds.tnat, the seale,of service charges 
is so arranged that they are not economically 

is 
sound unless the charge, made on eacn appliance 
that is sold, vecause tne cnarge does not cover 
the cost of, servicing speci fieminite. 

THE CHALRMaAN: No, out woulda not that 
balance up? 

MR. MARQUEZ: If every second rellow 
came alon,, if it is worked out on something 
like 1,000 appliances, and you expect to get 
service on 500; yourhave to collect the service 


charge on tne 1,000 vecause nooody Knows wnich 
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of the 1,000 requires Service. But if 500 people 
Bay,OlL-don’t want perviies soul. don't spay", -and 
you get service calls on 500 --- 

THE CHAITRMAN;: But Surely not all of tnose 
wno ouy it that way will ve the ones who don't 
need the-service; 1t should be tae Ssadaie proportion. 

MR. MARQWUSZ: Well,“ 250. 

THE CHAIRMAN: Yes, and if tnat developed 
you would cut down your service arrangements to 
méet the requirement of tne new situation -- 
theoretically atv least. 

MR, MARQUEZ: Yes. 

Tre CHALRMAN: There may be good practical 
reasons wny itv won't work. 

MR. PYNN: Frankly, I don't know just how 
it-fits inte the picture, put IT would like to say 
this: ,welare talking avout something which is a 
little more tnan tos guéstion of mecnanical service 
er tne dollars and cents involved in that. we 
have referred tnis atternoon to the investment 
woicn tne manufacturer has not only in his capi- 
tal investment in manufacturing equipment, put 
the investnent he has in the reputation. of nis 
name and tne orana name of his product whicn he 
manufacturers. The manufacturer has spent a 

of 
Breat deal,money not only in developing and 
CUNLNE Up tHe PPoduty eUT-in promoting it.in 
his national 4dvertising, and I think. tnat gust 
4s much a part of his cust of national adver- 


tisin, and promoting nis product is tnis very 
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fact, that sacn manufacturer of any prand product 
Stands oénind that product and expects tne disvri- 
DUDOY and tne dealer to stand oehind it with him. 
Behind tie dealer, in taxing up the product, sit 
the adistrioutor and tne maturacturer, and eventu- 
ally it is the manufacturer's responsioillity. We 
See It every day. If the customer does nov xet 
the service to whien he tninks he is entitlea from 
tne dealer, regardless orf now reasonable or un- 
reasonaole 1t is, then he goes either to the dis- 
trPivutor:or The manuracturer, or oo0ta, and says, 
"I demant satisfaction.” L think tne manufacturer 
is entitled to protect tne reputation he nas ouilt 
up oy saying, “We will stand vehind tnis product 
regurdless orf what purchase price is pald py the 
end user. We will give & guarantee of 90 days or 
Soyear worm 5. years. 

THE CHAIRMAN: The manufacturer can take 
that position and fix his manuracturing selling 
priee on that pasis. 

MR ePYNNe Yess Dub myapoint is this: The 
dealer in selling the article should not have tne 
right yo take away tne manuracturer's, policy of 
standing, oehind every article sold, cecause thut 
ie tne manufacturer's guarantee. Let us not 
foreetw sir, that the question of service to the 
customer does not only involve tue changing or the 
top ot a4 washing macnine, or sometning of tnat 
nature; is involves a Lot of things, and it in- 


volves a lot of troudle-calls which are sometimes 


en nye. 
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more expensive tnan tne repair calls. If Mrs. Jones 
happens to lose ner oook ana nappens to forget 
what tne dealer told ner wnen ne descrived the 
machine, snes can get into troucle, so sne 'pnones 
tne dealer from wiiom sne purcnaseda tne wiacnine aria 
he might have to send a man out to explain ner 
difficulty and snow her what sne nas done wrong, 
and pernaps give 4 cofiplete new demonstration, and 
thabttlisvpart. of misyobligericon. Lieshs;, ver, dkiri- 
cult. to translate tnat into dollars and cents for 
any given customer. 

THR CHAIRMAN: Ln sdavarice. 


S when ne nas 


bk 


MR. PYNN: Yes; well, that 
COMO PLS wot. COouUrae: 

THE CHALRMAN: Wwe had some evidence from 
one. large retailer -- I tnink it was with regara 
to television ~-- that his average cost of servicing 
through & given year ran somewhere between $23.00 
and 24.00 a unit; in a good many cases, nothing 
at all, and tue top case was avout $150.00 -- it 
varied from nothing to $150.00, and the average 
Was sometning like 923.00 to $24.00. 

MR. PYNN: well, toat 18 something whicn 
will vary according to svrand and type of uppli- 
ance and the territory being served, and so on; 
but, nevertheless, it is part and parcel of tne 
opligation woich eny dealer has to his customers 
to see, that tne product) is oackediup. LT we 
accepted as axiomatic tnat tne dealer nas the 


privilege to say, "I will reduce my price and 
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tell my customers I do not offer any service’. and 
the customer says,."All right, that sounds fair 
enougn. I will pay for any service I need", who 
qdo you pay? Because if your dealer won't do the 


service, who will? 


THE CHAIRMAN: Aren't tnere service compan- 


MA. EYNNs «UThSrSe  mayeor may anopeve.,.MnlPCa 
manufacturer has one dealer in a given location 
he reéxpects the dealer’ to handle the service, and 
uhnere'is sufficient profit in the mark-up to 
enablechnim to sdonse;.cthensosvieusly it isinle-res-= 
pensibilitys andyttsis.made ehearsto nim-atuthe 
wume ihe: pevus ~chesfreanchisge:, If hesrerusess to do 
it; tnere is only the distributor or the manurac- 
turer reft. wao can do.it, and in the instances I 
Haverdescrived ; they ere not set up to offer those 
services. 

THE ‘CHAIRMAN; © Lt -appites ‘particularly ‘in 
the small centres?~ 

MR. PYNN: It might apply in an uroan 
Centre TOD, 

THE CHALRMAN: It aoes not apply ina place 
like Montreal; 

MR. PYNN: well, if the dealers started 
this sortrof thing. and tHe manufacturers: sub- 
sécrived to it, tnen eacn of the dealers handling 
tnat orand mignt find ne nad to drop nis prices. 
we have no departments for servicing consumers! 


appliances. You, as a customer, then nave sometning 
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Which cannot ve fixed. 
THE CHAIRMAN: I would have thought in a 


Place like M_-ntreal you would find someoody to ao 


MR PYNN:. well, we Nave carried it to an 
extreme, of course. That 18 what would happen if 
there was any orderly cutting out of tne services. 

MR. GaARIN-LAJOI#: Gentlemen, passing to 
another point, tinere was mention made of the ad- 
vertising costs and promotional costs generally 
Speaking; don't you think some of that cost might 
be Qispensed witn and passed on to tne consumer -- 
and I am not expressing any opinion; I am just 
putting questions ana trying to clarify your views 
for the purpose of the inquiry. Jf am quoting 
from Dr. Zdwin Nourse, wno wrote & book "“Price- 
Making in a Democracy". Dr. Nourse is now 4 con- 
Sultant to business groups in tne United states, 
and he writes in tnis ooox, puolisned in 1944, at 
page 250: 

"When price maintenance on manufacturers ' 

fadvertised orands' puts tov mucn sand in 

the distrivsutive macnine, tne aggressive 

large-scale distrioutor turns to ‘private 
brands! as a means of lupricating sales, 

while still catering, to tne puolic's 

liking, for a distinctive name and package. 

To some extent ne even pushes unorandea 

articles. In our judgment tne Key to 


inefficient practice here lies in 
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insistence, cniefly on the part of tne 

manufacturer, on tne malntenance of sell- 

ing prices and the resort to high pres- 
sure methods of salesmansnip as the 

Means of securing volume. This tends 

tO eapend promotional costs, thereoy 

offsetting savings introduced in pro- 

duction expense, and gives a color 

of justification for the maintenance 

Of Bign consumer prices." 
what would ve your reaction to such a position? 

MR, MARQUEZ: I would like to have you 
clarify your question. Are you suggesting prices 
mignt be reduced oy elimination or aavertisin, 
expenditures? 

MR. GERIN-LAJOIE: Part of it, and parti- 
Sulariy the part of 10 Gone, by The distrivutor or 
the retailer himself. 

MR. MARQUEZ: Perhaps I could ask 4 ques- 
tion. I would like to know if you have any 
idea of what proportion the advertising takes 
of the total cost? 

MR. GHRIN-LAJOLEB: well, I am not mention- 
ing any figures. I am just asking, could you 
give that figure? 

MR. MARQUEZ: Earlier in this discussion 
at one time the question arose as tO whether or 
not it would. be possiole to reduce the cost vy 
10%, let us say, vy efficiencies. Now Mr. Lejoie 


has asked whetner or not advertising, or 
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uneconomical advertising, could not ve eliminated 
and so reduce the cost. I would lixe to Suggest 
that if it were theoretically possiole to rejuove 
all advertising whatsoever from tne development of 
@ line that you might reduce tne cost somewhere 

in the neighoournood of at the very most 5% -- if 
@11 advertising completely were eliminated. Hven 
Mr. Nourse does not suggest all. advertising. He 
talks acout tne proportion which ne suggests is 
nien-pressure ana extra promotional. 

MR. GERIN-LAJOIE: On page 5 of your oricf 
you say, at paragraph 4, "Tne uistrioutive procea- 
ure must also ve dependea upon to do the major 
joo of displaying, descrioing, demonstrating and 
selling the benefits of new appliances, such as 
electric clotnes dryers, garoage disposal units, 
room air conditioners, and otners as yet undevel- 
oped." The question is, having in mind that some 
retailers would not do so mucn of tnat joo and 
would give the corresponding reduction to tne 
consuming puolic, would tnere really be any obp- 
jection from @ g2ood econoniic standpoint? 

MR. ‘MARQUEZ: IL would like to go pack, 
pecause you Gre taking a statement out of con- 
text. We started off saying, "Low retail prices 
to the consumer are dependent on hign velume...”, 
and .L think you will agree wit. that; IL don't 
assume you disagree witn that. "...a8 wanu- 
facturing .and,distrioutin,.efficiencies can 


oe effected only under conditions of high volume." 
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Therefore, we Suggest that if any of the essential 
eonditions wnich contribute to the development of 
nign volume are elininatved, certainly you can say 
reasonavly and loxically that the dealer is not 
asking tne consumer for sometning more. what ne 
2B doine US (contri vetting toa set of conditions 
wnich would result in &@ reduction in volume and 
eventually result in‘ hign manufecturing costs, 
even thougn that specific consumer has not paid 
any penalties and nas got more than his money's 
WOrth; dut he has. contriputed to otner consumers 
later on paying more for those same appliances. 

MRY GEREN-LAJOLE: Den't it possiole tnat 
Sebling: at- Lower prices might wring a ‘higher 
volume of sales? 

MR. MARQUEZ: If you drive along in an auto- 
mopile at 50 miles an hour and put your foot on 
the cluten the first thing that nappens is that 
the car shoots ahead. I sugsest if you Keep your 
footeion Ghe- ciutch it is were going to co ahead 
for very long. Yvu have got an immediate surge 
forward; you have removed part of the driving 
power, Certainly, price-cuts will produce an 
increase in volume, out eventually they wiil 
produce a reduction in volume, secause those 
dealers who cannot compete alnost immediately 
ceaseoto! buy, and the first step is a cnannel- 
ing of retail outletS. whe: they naven't got 
anyoody to compare tneir prices with, then 


they haven't got tne stronger ergusient which 
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they have at tne moment. The argument that a re- 
figerator can be sold at $250.00 only means some- 
tning wnen. ne says, "Formerly priced at 9375.00". 
You take away the fellow pricing it at $375.00, 
end you will have no volume Tert. The argument 
here is that as a result of tnat your prices will 
ificrease Tratner than decredse. 

MR, GERIN-LAJOIE: You referred a moment ago 

to tne paragraph after the subd-title on page 4 
Or Your Drier, resdraine the relation vetween 

hisn volume and LOW recent d price: Lsi't 10 Truc 
that tne High volume of Sates of electrical 
appliances after the last war did not reduce re- 
Cart prices oul nad the effect of pringing into 
the retail business quite a large numoer of people 
who, by their large number, were not aole to have 
avery low distributive cost, and finally did not 
reduce retail prices? 

MR. MARQZUmaZ: You have made two statetients. 
in one case you say the high volumes after the 
war did not reduce costs. I would not agree 
you Tad high volume giter tne war. 

MR. GERIN-LAJOI#: I mean progressively. 

MR. MARjZUBZ: You nad & condition in which 
you could not get hign volume, and manufacturerers 
were converting dack to peacetinie activities and 
certainly not workin, under ideal circumstances 
to manuracture efficiently until sometime after 
tne war. Your Secona stitelicNnt Sugeyestea That 


a great many inefficient retailérs were there. 


sy i 
a v on ee 


aa aa 





























700.2588 42 asa. leant me 
00. ef8o 3a. at sitolsy | uae 
Asbamaghs BAT. dahon neni tei vio 


; 
i seolig. taHOR, Tons 16 Jivess 2 es ted eh Sten 
|  .vueetpab dung stig, sexstoah ; 
Ogs INgaoG Ss pevistst bo¥ + <RIOUAl waa fit see 
i # Syeq M0 aithtncue ext tavle agergeteg end Oo 


: Asewsgeo, wolvelot iid eilnisgst «takes OK Ao 
suid Jb otal. :sahtq, ewes wol bits, siuLOV tata 

_ ibolasyets, to selse to smefoV. Ogin ong dedt 

=o sowbem, cits ib pu: peut ony) at eeomeilgde 

oth qubetibas, De Jostiy sav bso stu, sootag Lbs 

sieced TO Toul ies ~» wivp stontems [Lede enid 

vva of ofoh Tor siow tomas satel atedy. \u ail 

joa phy _fiuustt soe, Weve evidwaluvetiywol, Yaw #8) 


suyoing tiaden aouber 
4 Fi 
. SI helied sie ows veom vVed BOY  :Aibynad a 


sat vesdu sotulov daeit wid Yee Moe Sued sao nD 
Geass du pieew Ze 8,809. PLE, sou abe nu 
.tew oud Totitn cmudoy tala psd woX. 

.ulevieserjorg deo L sLObAI-W1nad AM 

tuidw al aoktionos & ban ao¥ Se ut 

' eigtoingec'uonn’ bus .chwlovitigla deg Jou binoo poy, 
ban avbtivigos salJjeveeg vt ews, alaipysep ones 
Savuds ements ust Idaw, giderow sua qiabesred® 
nevis omizeupe Liab henna: oncacemionth) os 
3 sas rrr: iesinee ales ouenentet 





MR. GHRIN-LAJOIE: New retailers cane in, 
and due to their lar,e numpoers were net anole to 
provide so efficient distrivutive costs; let us 
say tney were sitting on their counters hnalf of 
the day, out they were satisfied witn their net 
profit at) tue, end of the wear vecause they were 
making a large profit on each individual article? 

MR. MARQUEZ:. well, I said earlier about 
aipefrigerator selling dn, 1945 at $379.00, and 
the equivalent refrigerator in 1954 is listing at 
pegy.00. I would suggest tnat is @ reduction, 
and thatiels gene aiagnufacturen's jiast price, 

MR. GERIN-LAJOI#Z: At what time did tnat 
nappen? 

MR. MARQUEZ: 1946 the refrigerator was 


$379.00, and in 1954 it was geyy.00. 


{ 


N-LAJOLE: Isn't it possiole that 
Still 4a greater reduction could have oeen made if 
the distrivution costs haa been lowered? 

MR. MARGUEZ: j;oEewill admit that. yes;..if 
distrioution, cost. can be reduced so can retail 
prices. 

THE CHALHMAN: wnen did tne reduction take 
Place from 1945 Level? 

MR. MARQUEZ: ., Lt is progressive. 

THe CHAIRMAN: A series of cuts eacn year? 

MR. MARQUEZ: ¥es, The point tnere is 
that, after alls; the manufacturer, and: éacn 
link in the chain -- manufacturer, distrivutor 


or dealer -- Knows perfectly well that eventually 
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the prosperity oi nis operation depenas -- on our 
metnod of doing ousiness -- on volume. He Knows 
he can get 4 higher volume of sales wnen selling 
an article for $2560.00 rather than at $350.00. So, 
there is a strong drive on the part of every 
element in the chain to reduce prices. I mignt 
mention, too, that I did not say in these 1946 

and 1954 figures that they are not. constant dollars; 
these are dollars in 1948 and dollars in 1954. 

The dollar in 1954 is not. tne same as it was in 
1940. 

MR. GERIN-LAJUL#: Oh, yes, out you would 
have to reduce everything -- lavour, and so on -- 
in constant dollars.: 

MR. MARQUEZ: No, iit tnat 399 were expressea 
in 1946 dollars, and tne ouying power of 1945 
dollars, it would be considerably less. I don't 
know what the ratio is. 

THe CHALRMAN: It woulda ve less. 

MR. GiRIN-LAJOI#Z: well, I have a very 
last question from page No.7 of your orief: At 
the cbottom of the page, - 

"The current prevalence of predatory 

price-cutting and the alarming rate av 

which it is spreading; the very real 

narm which nas already followed in its 

wake in the form of an uccelerating 


rate of failures among the smaller re- 


is it your opinion, or would you have figures to 
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support the view that there nas oeen a greater 
number of failures in tne appliance retail ousi- 
ness than any other retail ousiness? 

MR. SAMIS: I nave here a copy of a oriecf 
Submitted to you in Toronto oy tne Canadian Manu- 
facturers Association, and tney quote: 

"...to show tnat the increase in 

Failures since the effect of the 

anti-resale price maintenance legis- 

lation is as: follows?’ F950; 

failures Il; Viaoliacy e900, 000-00; 

LO5)., FaLpares ec: PRAOLLLty 

S30 f; 000.007 Loses failures 1s; 

liaoillity »533,000.00; 1953, failures 

43,5 Lbabi lity e2y220, 000F00, " 

Lt’is ‘our belief tnat that is partly attributable 
tO predatory price-cutting. 

MR. G#RIN-LAJOLE: But tnat does not give 
any comparison with otner ousinesses -- other 
fields. 

MR. SAMIS: No, I have no Tigures on 
tnat. 

MR. GERIN-LAJOIZ: It may be the general 
trend of ousiness in Canada. 

MR. SAMIS: "Partly tnat, yes, and partly 
predatory price-cutting, in our opinion, 

MR. GEnIN-LAJULS; wnat nappens in the 
appliance retail pusiness may nappen in all re- 
tail ousinesses in tne country? 


MR. PYNN: All aS tBhe result of tne same 
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legislation? 

MR. GERIN-LAJOIE: That may oe & matter of 
interpretation. 

MR. WHITELEY: I wonder if any memoer of the 
delegation would. care to express an opinion as 
to the possioility of distinguishing oetween 
those lines wnichn have alreaay received wide puvlic 
acceptance anda those appliance lines which are in 
a state of perhaps oveing introduced or porought up 
to wider degree of public acceptance, and whether 
franchise dedlers would undertake wnat you con- 
Sider to be the special promotional effort neces- 
sary to oring & new product into wide acceptance? 

Mk. MARQUEZ: what you suggest is something 
that is actually being, used, to a dexree at the 
present time, and that is, the manufacturer in 
setting up his scale of discounts to @ dealer takes 
into account what he considers to ve the diffi- 
cult, dn selling the appliances. i don't want to 
Suggest that that has been carried to wnat I 
consider its ultimate degree. Undouotedly, it 
could oe developed further, but it does exist 
at the present time -- a variation in the scale 
of discounts to the dealer based on an estimate 
of’ the relative difficult, of selling tne appli- 
ances. It has also ocen suggested you mignt have 
Gealers handling already estavlished appliances, 
and otner dealers doing wnat you migrt consider 
to be the exploratory work. I tnink it is the- 


oretically possiole out I douvot very much if it 
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is practical, for tnis reason: That in introduc- 
ing a new appliance quite obviously tne dealer and 
the manufacturer go througn periods of time which 
are relatively unprofitaole in order to reach the 
time where the volume will produce 4@ profit. what 
you are sugeesting is tnat you set up one fellow, 
and wnen it becomes attractive you hand it over 

to somenody else, and it seems to me it might be 
Gi ffreuLt.: 

MR. wHITBLeY: well, tne time element in- 
voived in reaching wnat the manufacturer really 
regards as 4 nigh degree of puolic acceptance -- 
some figures were given to us in Toronto, and 
there was & wiae difference in the sale of the 
customary type of wasning macnines and the sale 
of automatic machines. 

MR. MARQUEZ: Yes. 

MR, wWHITELSY: And L presume the manufactur- 
er considers that until the new type comes supstan- 
tially Nieatstorthe ealevem thesold type, it still 
requires special promotional activities. So, 

I don't think my Suggestion envisaged any abrupt 
CUtTIiNng Ser Laporte. 

MR. MARQUEZ: No, a transition. 

MR. WHITELSY: Yes. 

MR. FAVRBAU: LT would like your views on 
wnat was suggested in Toronto. The general 
contention, and you have repeated it today, is 
that.as there are few types of price-cutting -- 


progressive, protective and predator, -- tnere is 
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some difficulty in appraising the exact nature in 
each case, and it should be left to the discretion 
of tne manufacturer to decide when the price-cutting 
isso predatory or really predatory co the extent 
of justifying Alm-in cutting off supply, and it 
has oeen suggested to us that legislation might be 
passed wnereoy a manuracturer could not or snould 
not cut off his retaller from supply until after 
an application before some kind of official ooard, 
and he has to the satisfaction of that board es- 
taviienea” that, “in the® particular: case concerned, 
or witn respect to the particular policy followed 
by tnis retailer, the price-cutting has oeen or 

is predatory. would you care to comment on that 
particular suggestion? 

MR. SAMIS: As we have Suggested, and as 
has been Suge¢ested in this report of the Restric- 
tive Trade Practices Commission at page 6, just 
ovelow the middle of tne page, 

"This group of definitions is oy no 

means exnaustive but it indicates some 

of tne major difficulties encountered 

in the attempt to distinguish between 

price reductions that amount to 'loss- 

reader’ selling and those that srise 

in the course of normal merchandising 

operations." 

WE sudscrive to that 100%. we think that vecause 


the matter of intent is involved it is not possiole 
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to legislate against predatory price-cutting, and 
by the same token any commission set up could 
never reach a decision as to wnether any particu- 
lar case was actually predatory price-cutting. 

MA. PAVAREAU? That AS Nooean Sogection, 

I am stating to you the suggescion made. How can 
a manufacturer, with due knowledge of costs, de- 
cide that in one particular case the price-cutting 
is predatory if a board or a commission, which 

of course snould be composed of experienced men, 
could not’ exercise its discretion to the extent 

Or Niot Weing apie co cistinguisnm what Ve." dinwihe 
main circumstances suomitted, predatory price- 
cutting and what 1s not? What greater aavantage 
has the manufacturer, and what greater facility 
has "he an deciding exactly the same issue? 

MR. SAMIS: He is mucn emer to the pike 
ture’; “Tiere are only thres people —= the manurac- 
turer, the distrioutvor and the retarler .-- wie 
know the réason why 2 certain price is at a cer- 
tain level, and in any representations perore 
another outside autnority, you may state it is 
one reuson whereas it 18 some other reason. “Unless 
you are exceedingly close it is hard to ascertain. 
You Know his stock position and his credit posi- 
tion, and you can guess why he made that reduction, 
It is not possiole for 4 ooard to determine those 
things, in my opinion. 

THE CHAIRMAN: In your brief you are referring 


to predatory price-cutting. Our inquiry is directed 
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to be into tne field of loss-leaders. I will just 
make it clear that your definition of predatory 
price-cutting includes some tnings wnich are cer- 
tainly not loss-leaders. . Your first class .cer- 
tainly is not loss-leaders, decause you say they 
are making money on the sale of tne article; and 
in the secona class you say it is profitable out 
not on those articles, out because they sell others. 
Thav is what is generally meant oy loss-leaders. 
Loss-leading matters we are specifically asked to 
inquire into, and other phases of price-cutting 
which, at the moment, are perhaps more serious. 

MR. SAMIS=: . We pad not. 2 trenpte vo. define 
"loss-leader”., WwW. suggest, sir, that the two kinds 
of predatory price-cutting whicn we have enumerated 
are generally found together in any individual 
price-cutting, and. it is very catriculse tows. 
tvinguisn vetween tnem, and where loss-leadering is 
included -- our conception of it -- within those 
two kinds of predatory price-cutting, it is pos- 
Siole there ils sometning wnich is not loss- 
leader. 

THA CHAIRMAN: 1 tnin«x your first class 
really comes in the category -- a man cuts prices 
very seriously, and py so doing he is actually 
making a lot of money, but he is not loss-leader- 
ing. You cannot say ne is selling at a loss, 
which is involved in any real definition of loss- 
leading, out ne may ve doing somietning very detri- 


mental to the business generally, and tnat is 
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your contention. I just want to point out your 
brief goes ratner oceyond wnat tne reference to us 
was. 

MR. MARQUEZ: I mignt say, in reading througn 
the Director's Report there are many, many in- 
stances wnere the question of investigation of 
loss-leaders merges into the type of predatory 
price-cutting we are talking avout. 

THE CHAIRMAN: It is going to merge into 
other things too; a number of those things are 
related. 

MR. GERIN-LAJOIE; It may oe of interest 
if I put another question. On page 5 you insist 
on the use made of nationally known orands for 
the purpose of passing on lesser Known orands:; 

Do you think it would be of any nelp if legislation 
Was passed prohioiting sucn advertising practices 
as those you refer to on page 5 of your brief at 
paragraph 1? 

MR. MARQUEZ: It may oc possivle there is 
such legislation, but IL would venture to suggest 
it is awfully difficult. Again, intent is in- 
volved, and in the exhivit tnat we have attached 
there are opviously many instances where two 
or three major orand names are splashed across 
the top, and if you are not careful you mignt 
almost assume that the appliances illustrated 
delong to tnose particular orands, when in fact 
it is at least douotful that they do. I don't 


know how exactly you would word legislation; 
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I suppose it is possiole to attack tnat particular 
stage where the thing is not laoelled with the 
prand, but 2t 1s so set up that the inference is 
there. 

THE CHAIRMAN: They have some legislation 
in the United States dealing with false representa- 
tion which leads to quite a bit of litigation. 
Unless you have something further to add, tnat 
will complete tne presentation. We are indebted 


to you for a very thorough discussion. 


---A snort recess. 
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THE HARTNEY COMPANY LIMITED. 


Represented oy: Mr... Os sLBBACS . 
President. 
Mr. Bernard Isaacs, 


Vice-President. 


— ee we eee ee 


THE CHALRMAN: we will proceed witn the 
reading of the orief and any giscussion or comments 


you wisn to make, 


MR. I.S. ISAACS: 
"LOSS LEADERS IN THE APPLIANCZ FIELD 
"If the term ‘loss leader! may be 


applied to any mercnandise oought at regular 


invoice prices and sold to the consumer at 


a 


a 


price that does not include even the bar- 
of doing ousiness in that particu- 


lar field, then in our opinion Television 


and appliances which are being offered 
daily oy many questionavle merchants av 


not more, orttimes less tnan 10% gross 


mark up on invoice price, are veing sold 


S02 Loss). 


"In recent times few ousinesses 


have peen as nard nit as the T.V. and 


appliance line. When one considers the 


terrific consumer appeal tnat 4 orand 


new miracle sucn as Television must have 


on the ouying public, at first. sight 


this 23, 42 eondiLtion that is dirfieule to 
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understana. 

"Appliances have a duravoility factor, 
in this they differ from impulse purchases, 
such as food or cigarettes, these latter 
articles consume themselves almost immed- 
dately and are in constant need of replace- 
ment. 

"Appliances have in the main not 
only a long life expectancy, out a very 
definite sales appeal, such as economy and 
oetter nealtno in refrigeration, time and 
money saver as in the case of a washer. 
Education, pleasure and entertainment as in 
radio and Television. 

"It is our contention that tne con- 
stant stressing of these attrioutes by manu- 
facturers and advertisers alike has created 
not only the desire of ownership out a 
standard of value has oeen built up in 
the minds of the consumer that gives pride 
‘or possession for @ orand name appliance, 
this is veing destroyed oy the 5% and 10% 
Cut price dealers. 

"That the continual offerings of 
tnese name brand progucts wITHOUT TH PRO- 
TECTION OF PRICE MAINTENANCE at & variety 
oi prices each one lower than the other 
(a) tends to depreciate that standard of 


value whicn tne manufacturer has striven 
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to ouild up (bv) in many instances defers 
buying, for the user is faced with the feel- 
ing that the last advertised price is not 
Cie, LOWeRG 6 of) a 
I would like, sir, you to take particular note 
of that clause. 
") . . (cc) that the dependaole dealer who 
has pullt his ousiness on the premise that 
a happy satisfied customer is a prime neces- 
sity and therefore follows his sale through 
with proper and adequate service, is defin- 
itely overcnarging them, oecause if such 
dealers’ price is higher in one article the 
assumption is - 1t must be too high in 
everytning." 
In spite of that clause, sir, L have noted in the 
vprief that was submitted by the Canadian Associa- 
tion of Radio and Television Appliance Dealers, 
and also the Ontario Association of the same, that 
they toucn on tne aspect of service, and they say 
-- and I quote: "One aspect of the current situa- 
tion is illustrated forcibly by the numoer of 
telephone calls tnav have oeen received from the 
buying puolic at the offices of our Associa- 
tion. Invariavoly these telephone calls origi- 
nated from purchasers who have bought equipment 
on which service is important and who on appli- 
cation to their cut-rate dealer for service are 
informed tnat the purchase price was so low that 


the dealer is not prepared to undertake the 
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provision of any service. This regrettable develop- 
ment from a service standpoint is also lighlignted 
in another way, ana that is the increasing numoer 
of dealers wno have gone out of ousiness as a 
result of the competition price war in which they 
have been engaged oeing ooligated to meet competi- 
tion. Tnis means that very iarge numbers of people 
wno have purchased articles from such dealers are 
deprived of their normal source of service on 
a line of mercnandise which in general does re- 
quire service." 
i Nowscontinus, sir: 
"IT IS CONTENDED THAT THROUGH THIS 
LACK UF STASILITY BROUGHT ABOUT BY 
THE R@MOVAL OF PRICE MAINTENANCG A 
CONDITION Io CREATED THAT DOES AND 
WILL CONTINUE TO DIVERT TRADE AWAY 
FROM OLD ESTABLISHED RELIABLE FIRMs 
TO A TYPE OF 'CATCH A PENNY! DEALERS 
WHO GRASPS AT AN OPPORTUNITY To 
CaSH IN ON TODAY'S BUYING DESIRES 
AND GRABS A FAST BUCK WITHOUT A 
THOUGHT OR CARE OF THE TO-MORROw." 
I would like to elaborate on that at the moment. 
It is my sincere ovelief, sir, that perhaps a condi- 
tion has been orought about very likely right after 
the close of our second world war; there was a 
numoer of youn, men who came ovack from the front 
who had some Government gratuities coming to 


them, and quite a lot of those young men engsyed 
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in some typeof endeavour, It is a fact that for 
a very small amount many of these individuals 
across tne face of this country did engage in the 
Sale of appliances. They were avle, sir, with 
pernaps a very, very limited stock and a number 
of manufacturers! catalogues to open up in a very 
unpretentious manner little firms of one nature 
or another in which tney sold appliances, and in 
which generally they did quite a fair joo, parti- 
cularly in those appliances which were in short 
demand (sic). I refer at the moment to the washing 
machine industry. 

MR. WHITELEY: Do you mean short demand or 
short supply? 

MER ds Sth cSAACS taut eat gory wou correct 
me; L tieant short supply. iL refer to the washing 
Iachine industry. I know there was 4 very snort 
Supply at that time, and therefore there was tne 
desire on the. part of) the, customer to, puy a 
washing| machine. | Thatyeds point No. i. I would 
like to point out, if we progress down through 
the intervening years until today, we will 
find out thav. many of these dealers aid not do 
SO well. It was a tough road. They sold in 
an orderly fashion one way or another, and per- 
haps maae themselves a living of some degree, 
out wnen television came into oeing there was 
a terrific compelling purcnaser desire in the 
television field. That, coupled with the oreaxk- 


ing down of price maintenance, was not natural -- 
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that that type of dealer should cash in on that 
consumer demand, and that has veen going on at a 
very rapid, rate up to the present time. 

"T. we go back over the pages of 
yesterday, we find from its earliest in- 
caption that the radio business offered an 
opportunity lor growth and profit, for 
manufacturer and dealer alike, selling was 
competitive and healthy in an economy of 
spending dollars and an earning capacity 
much below that of today, consumer prices 
wererconsiderably higher, fora first class 
radio combination than for a television 
comoination today (we recollect selling 


an RCA Victor comoination radio at 1800.00 


THE CHAIRMAN; Not very many of them. 

MAG cles. (ESAACS & We aeeildss thew jctin (it 
is amazing, tnat is true. 

THE CHALRMAN; The market would be rather 
limited at that price? 

MRovieS.. GSAACS: vlheat is «true, outrethe 
point I would) like «to ering autvis that that 
radio comoination of 1600.00 is much inferior 
in perrormance and tone quality to a radio 
compination selling on today's marxet for $179.00 
-- and that is witn price maintenance. 

"During this period wnicn lasted from 


1924 to 1930, orderly selling prevailed, 
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manufacturers! estavlished name orands and 
reputations, dealer outlets grew in inpor- 
tance, tne consuming puolic had pride and 
pleasure in tneir purcnases, and an orderly 
Saturdation point was arrived atv over a 
periowhwofstiemrss: whieh igo dss our belies 
culminated sooner than it snoulda have, prin- 
cipally orought on oy tne stock market 
debaele of 1929. 

"IT IS OUR CONTENTION THAT THIS PRO- 
PITABLA CYCLE COULD NOT HAVE LAST#D A 
FRACTION OF THESE YEARS HAD THARE EXISTED - 
NO PRICS MAINTENANCE - wHICH wH ARG NOw 
UNFORTUNATELY *ACING." 

L would dike tmsimessiwtnetss Sir. 

"In our larger Canadian cities 
ino vess Lint neal 4 ate aieross) prot ltpor 
5% and 10% are syphoning off millions of 
dollars in the T.V and appliance business. 
such dealers usually out of higher rent 
sections, with little overhead including 
aldastinctiyedower padds sitaffsu cutting 
corners here ana tnere can and do under- 
sell the established dealer. 

"Numeers of instances have cone 
to our attention in Montreal and one in 
particular in Toronto witn a very limited 
staff which does a turnover in millions 
im f.Neeandt rernigerationse vit dacour 


conviction tnat due to the appeal of 
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television tnis same ousiness would have 
been done at 4 fair margin of prorit by 
responsiole dealers putting into circulation 
due to this profit margin many additional 
spending dollars nese wollars create an 
endless chain of otner spending dollars 
that filter into many and varied channels 
Cle Grane, 

"Tt is doupntful however, if the 
loss which has fallen to the lot. of re- 
liaole good-will pouilding organizations 
by the practices of these cut rate dealers 
benefits the general economy of our country 
at large for (a) a better paid staff has 
more spending dollars to circulate in 
their daily living expenditures (b) a 
saturation point is sceing nuilt up much 
faster than would have been created by more 
orderly selling at a falr mark up. (¢) the 
low margin on which the ‘catch a penny' 
dealer operates in many cases from 5% to 
10% avoove invoice tends to create much 
hunder the. counter! selling. His account- 
ing methods are mostly loosely run, much 
is sold for cash without proper vookkee- 
ping records; tnis tends to a condition 
in whicn tne responsivle dealer to nold 
his trade and compete is forced to do 
business at a loss. It would seem tnat 


if business is forced to continue on such 
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@€ basis it ls 4 perfect setting for tax 
irregularities and that mucn may ve lost 
to our federal treasury oy this method or 
operation, 
NO DOWN PAYMENT 

"Recently there nas veen started vy 
a few of our larger stores a fiercely com- 
petitive battle for tne public's patronage 
Spiked by a policy oi no down pa,ment which 
publicity our metropolitan dailies have 
played up aplenty even though as in the 
case of Quebec, there still exists on our 
Statute oooks a law wnich makes tne selling 
on instalment illegal unless fortified by 
at least a 15% down pa,ment: (one day 
Should a business recession of any magni- 
rude’ ctcur Lt may pe found that the lien 
contracts covering these sales will not 
stand up in law), but this is neltner the 
time nor the place for this discussion. 

"This type of advertising and sell- 
ing has of course broken out all over. 
Smaller dealers py tne score have voeen 
forced to adopt this as an accepted 
method for attracting sales. Lt is our 
belief tnis type of selling effects our 
general overall economy for in many cases 
in tne long run tne customer pays a 
higher price for his purchase due to the 


fact that a large portion of tnese sales 
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are handled oy finance conpanies whose fin- 

ance charges are necessarily nign and that 

furthermore due to tnis method of selling 
many unthinking ouyers are lured into making 
multiple purchases and overextend tnemselves 
into’ contracts that they: may findodifficult 
onel day tonpay tore 

MR. FAVREAU: The Act you just spoke about 
does not make tne sale legal. It makes it final 
and binding on both parties if you don't follow 
the regulations. Thereody tne seller will lose the 
privilege of the conditional aspect of the sale -- 
it will become a final sale. 

MRvicls BLT LSRACSM YESe Les) ee etter) bferact, 
sir, I doen't think GChatienhould bes parti ofs the 
brief, out TPT wantedr to anclude:it. 

"REMOVAL OF PRICE MAINTENANCE 
it 2s. ouicontention ithate through 
. the removal of price maintenance a new 
order of things is being created and we 
suomit the following as evidence of this 
statement. 

"Rliminating imports, it must be 
granted that dn order to get ‘name pro- 
ducts' into retail channels oi distrivu- 
tion they must first be manuractured. At 
tnis point 4 price is fixed by tne maker 


Which enadles him to sell his product to 
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the retailer at a sufficient mark up to 
show an operating profit and in the case 
of ary well managed oSusiness some reserve 
for depreciation. During price maintenance 
a resale price was then fixed oy the manu- 
facturer at wnich his product should oe 
sold to tne consumer. This resale price 
in a general way took into consideration 
the normal costs of tne retailer's doing 
ousiness in order tnat he might be able 
to pay his oills after the payment of all 
and sundry overheads. In this connection, 
it is contended that if the manufacturer 
S6ts too high a resale price on nis product, 
competition among factories themselves 
will very sook take care of this situation. 
On tne other nana If our retailers in this 
country nave been waxing unduly rich, and 
ay 18 GOubtralL 2f GC -Crose Seetron Of the 
financial statements in tne hanas of 
Ottawa would reveal tnis situation - then 
a very orlef period would elapse before a 
surge of retail competition would split up 
this business, so that the profits of no 
one firm would vce unduly great. 

"Tn each of our cities from coast 
To coast, tnere has veen estaolisned the 
fixed pattern oi a main street or shop- 
ping area usually located in tne downtown 


Section wnere reputaole mercnants nave 
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over the years built up a name for relia- 
bility and fair dealing. The premises oc- 
cupied oy these mercnants usually oear tne 
heaviest rentals and thereoy add mucn to 
the enrichment of municipal property taxes. 
These downtown merchants are finding it im- 
possivle to merchandise their wares on the 
meagre 10% or 15% gross wiark up ofttines 
less which appears to ove the order of the 
day since the elimination of price mwainten- 
ance. A survey would easily estaolish that 
the pulk of tnese cut price merchants are 
located in holes in the wall far removed 
from tne higher property value premises of 
OUr ecltdese “i> iexOur Contention if this 
new order 1s to prevail, and due to loss 
leaders this trade is syphoned away from the 
downtown merchant, it will not be long ve- 
fore. tne customary 'to Let’ sign will adorn 
nany of our main street premises. Existing 
rentals will oe a thing of the past, puild- 
ings and stores will become neglected and 
shabby, property values dagepreciate, and 
much will be lost in municipal taxes." 

Now, this is important. 

"appliances either electrical or 

mechanical, oreak down from time to time 


and require expert service and attention 
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and wnilst in the case of name orands some 
type of superficial service may be ootained 
from tne maker it has seen our experience 
over the past 35 years that the manufactur- 
ers' service must ce augmented by a good 
dealer service organization, if tne retailer 
is to earn and nold the good will of his 
customers, as in our own case, our service 
department is a direct charge against the 
operation of our pousiness. It is impossible 
for the loss leader type of dealer to main- 
tain such a department. 

"Tf it was our government's thinking 
that oy tne removal of price maintenance 
tney would lower prices to the consumer, if 
it can ve established that both factory and 
distriputor are making undue profit, then it 
is our contention that instead of tearing 
down the good will that a manufacturer has 
built up for his trade name, as nothing will 
do this quicker than a variety of retail 
prices tne last quoted of which may not be 
the lowest, L&T US STILL KETAIN PRIC# MAIN- 
TENANCE, out let factory and retailer alike 
cut gross mark ups in order tu provide the 
consumer with his product at a lower price. 
However, in tnis respect it snould not be 
overlooked tnat tne profit motive is the 
spark pluz of business. if through profit, 


business is permitted to grow, earnings are 
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plowed vack into further expansion, this 

benefits not only depenaent firms out gives 

additional employment to countless others 
in many and varied industries. 

NPinaily do not let us forget that 
due to our system of taxation our govern- 
ment is a senior partner in the profits of 
every business operation in tnis country - 
ouSsiness fiust either profit or eventually 
become bankrupt. Surely it is to the 
advantage of all concerned in this great 
country of ours to see that business is 
kept sound and healthy." 

That. 616, 25 the .brier . 

THE CHALRMAN: Do you wish to aaa anything 
at this time? 

Mie Loo. LSRaCSe swell, yes Sirs 2 dad 
mailed a copy of this brief to the Ontario Radio 
and T V Assoclation, and a day or two ago they 
sent me a copy of theirs 1 did quote one, clause 
from it, and I would like to quote another two 

"' Dealers! problems': At tne present time 
many buyers have a proclem on tneir 
hands in that they purchase merchandise 
at or near tne suggested list price. 
This same article is advertised today 
at a mucn lower price that it pays them, 


if they bought it on credit terms, to 
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return tneir purchase to the dealer and 
ouy a new model from tne cut-rate 
dealer. 
I pause for 4 moment. in Friday's Toronto Telegran, 
Friday, June 4th, there was an advertisement of 
the Danforth Radio Company which aavertised a 
17" G.H. set wnich cost them $139.00; they adver- 
tise@ 2¢ for 3199.00. Well, ther 12 about: 308 
Bross on the sale; but, mark you, Sir, in. the 
same paper, two or three pages in advance, the 
Consumer Electrical Company advertises tne self 
same model at $154.00. I have noted anotner extract 
from their brief: 
"Under the present Comoines Investigation 
Act any dealer is permitted to football 
any product to the detriment of the 
manufacturer, dealer, and dealer's 
customer. Tne cut-rate dealer ad- 
vertises much of the merchandise sold 
at a very low figure often only to get 
cus toners into his store with no other 
tnought than to sell tne otner manufac- 
turer's merchangise. This has a oad 
effect on tne purchaser who already 
owns 4 Similar model, also on tne per- 
son wno goes into the store with the 
idea of ouying 4a certain line and then 
finds ne cunnot. even see them as the 
dealer never'even had a franchise to sell 


the article advertised." 
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XL would like to dwell on that for a second. we have 
in this city -- and I do know it exists in other 
eentres -- a4 questionable type of advertising 
aealer. We wno are in the trade, sir, Know wnetner 
certain models are availavle or not, and frequently 
we see in our daily newspapers a wodel wnich has 
long since become extinct, removed from tne manu- 
facturer's catalogue, removed from his inventory, 
and is non-existent, and yet that model will be 
advertised day after day vy certain unscrupulous 
dealers at a very low price, far below the sug- 
gested list price of the manufacturer. But, it 
is thained to the Tioor; you can't Duy it. 

Finally, clause No. 4; (reads relevant 
extract). 

Tats Sir; 1S all Tf Have to say. 

THE CHAIRMAN: Does Mr. Isaacs Jr. wish 
to ada anything? 

MR. BERNARD ISKACS: Not at this point, sir. 

Mr, GERIN-LAJOIa: I have a few questions, 
Mr. leases. Keterring to the Tirsc page of your 
orier, I wonder if you woula have any evidence 
showing that consumers are suspicious of tne 
Qualit, of vrand-name appliances when they 
are Sold at reduced prices? 

MR. I.S. ISAACS: When we discuss appli- 
ances, sir, there are common LO Une appliance 
situation a numoer of varying models -- models 


changed from time to timie. I have known 
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manufacturers, who I cannot mention, who nave pro- 
duced certain models that were not ~ood -- some 
inherent flaw existed in tnese models, and we our- 
selves as dealers unconsciously ana unwittingly 
have at times sold models which were constructed 
py a reputanle firm and yet there developed in 
those models some fault. I: you had veen a pur- 
ehaser of one of those models you would have haa 
trouole with it, not because we wanted you to 
have trouble. IL contend, sir, that, to take a 
hypothetical case, you mignt come into Hartney's 
and buy such a model in good faith, and then find 
you were having plenty of trouple, and tnen see 
that same model constantly being advertised at 

a variety of lower prices, and you would lose 
faith, perhaps, then. 

MR. GERIN-LAJOIE: Yu don't mean, at the 
pottom of page 1, tnat when 4 brand-name product 
is S010 With a 5% or 10% reduction that. it is 
really making consumers suspicious of the vorand- 
navic produc 

ME .taS)\ LOAACS) ~/bwam note discussing. A 
5% or 10% reduction. I was discussing in that 
orief 4 5% or 10% gross mark-up over invoice 
price. 

THE CHALRMAN; That is what you mean at 
the oottom of page 1? 

ME deg LORkCS*. Yesusin: 

THK CHAIRMAN: Because I took the sae view 


as Mr. Lajoie. 
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MR. ISAACS: On, no; 5%@ or 10% mark-up over 
gross invoice price. 

THE CHAIRMAN: It is not a 5% cut? 

MA. ISAACSAU: Noesimeat. tera 5% erobstmark- 
up. 

MR. GERIN-LAJOIE: Referring to the top 
of page 2 of your vorief, regarding tne many in- 
stances in which people defer ouying, would it be 
your contention there has oeen a decline in pro- 
duction of appliances since Decemoer 1951 wnen 
the new legislation was passed? 

MR ISAACS: I don’ think, that could be 
proven in fact, sir, because you have tne figures. 
I don't believe that is my contention exactly. I 
think we can interpret that another way. Let us 
Say -- and rightly so -- there nas been a very 
great over-production; whether that nas been due 
to-a lack of orderly consumption or not, I don't 
know, but 1 do know that there exists on the 
floors of the factories of the various manufac- 
turers in tnis country and in warenouses a lot of 
undigested appliances. whether the variety of 
price had anything to do with that, I do not know. 

MR, GERIN-LAJOL#: I ain looking at page 3 
oFuyour’ prier:, 

MR. FAVREAU: In that you are proceeding 
from page to page, there is one thing I have to 
ask about reputation of a product cut in price; 
It is generally contended tnat when dealers start 


cutting the price of a product it is likely to 
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depreciate in value in tne ninds of tne scuying puo- 
Nhe se 
MRS LSAACS:s. 2otpink So. yes: 

MR. FAVREAU: But what nappens in the case 
of a4 nationally advertised product where the manu- 
facturer nimself decides to make a nation-wide 
sale and to reduce drastically the price of nis 
own product; does he lose then the confidence of 
the puolic? 

MR. ISAACS: I @don't. think that is a par- 
allel case,: because in that particular instance you 
would find tnat the manuracturer, if we had not 
price maintenance, would have rixed that price and 
he would nave given the retailer an opportunity 
on his discount basis to have made some «Kind of 
gross mark-up on tnat article, and that it woulda 
generally be conceded oy the buying puolic that 
for some reason or another a new price prevailed 
on that produces put that is anwuentizvely different 
situation from what we nave today. we have today 
50 prices on the one article. 

MR. FAVREAU: How does the individual pur- 
cnaser know tnat -- that in tnis instance, for ex- 
ample, tne cut is really coming from the manufac- 
turer and not from the dealer? I mean in the 
case of some of those,such as Danforth Consumers 
Appliances. In eacn case we had to ask tne 
person testifying voefore us, "On this particular 
model was tnat your reduction or the manufac- 


turer's?", and we could not identify it very easily. 
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Whether the cut is made by tne manufacturer or the 

retailer is sometning the consumer does not Know. 
MR. ISAACS: I can answer that as a retailer. 

I do know tnat wnen a model sucn as tnat parti- 

cular one mentioned, althougn we do not nandle 

that line ourselves, put I am familiar with it -- 

it -is"a GLE. product, l7'" television sét -- and 

there was given to the dealer an opportunity to 

buy that set at $139.00. It was a new price. 

What happened was that the factory was over- 

stocked in that model, and tnere is 4 demand today 

for el" screen; “and the 17" screen is getting into 

the dust cart, more or less. The manufacturer's 

suggested list price was $199.00 wnicn tne Donfeorth 

Radio people apparently sucoscribed tv, ana tnen 

along comes tnis ocher fellow and ne says $154.00. 

somepod, e@ise mignt have said $166.00 or $141.00 -- 

it could nave vesn anytning Torney Sin ore 

conidence is oroken down: “[Toden't know. sir 

wnevhner I have oeen acle te ofiny, our wnat is 

in my mindy Wot "fy tis *ente l= Fam not “arn -ecer- 

omist out I-do ceileve tnat the generai economy 

of thts ‘Councry is cevter served ir tnere ts 

ea -prorit ‘ahr abons tre Perey 22 cha’ prorat 

as fou an Undue one i’ IT iv*ts “ari undue one, 

ben IT figure ec.mpetition will rapidly taxe 

care oi tnat situation. You gentlemen Know 

Pe vecaduse -you are next bo tne picture’, TI 

don'v believe tne financial svatements at 


Ottawa Would disclose too mucus of an undue proriv 
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in tne appliance ousiness I du Know in our case 
== ad We ad. not claim t. we cuu-price dealers -- 


tnut i: we aepended un tne appliance pusiness for 
the maintenance oF our ousiness, we wuld nov pe 
in ousiness; we would cLoSe Our Irons dour because 
it would ee a physical impossivilicy to a- ousi- 
HESS SCN the baStsS OT: Whivn We Aare eskeG ts Qo 16 
today. I listened intenvly to tne last speakers 
from Northern Electric, and I did think tnat woile 
tney presented trieir case moot admiravly, anda I 
was really Surprised pvecause 1 am a retailer 
purely and simply, ana I dun't know, ana 1 am 
perfectly sincere in makin, tois statement how 
stron.ly tiie manu.acturer was inclined cu price 
ffainvenance. I am serious, vecause LT know wnat 
he is under tue guise of, "Weil, we cannot main- 
bain, tae price’. de has veen sloughing off on 
Our present aay under-consumea market a tremendous 
amount olf mercnandise wien we, as dealers, were 
Saying that tnoere ils no more price maintenance. 

& Would, Still, dikewte come, sack to the 
pustibatedesivce to makevand that is. this: There 
LS Lor name vrands 4a certain goodwill, a cer- 
tain standard o. Va.ue wHich is creéatea in tne 
mind ol every conSulier. There are some oi our 
larger Farms wno have private orands oi their 
Own: You know tnem ana you read or tnem in 
the Newspapers, and still I have it on very; 
erediovle autnority, except one firm, that all 
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where tne, cvuld profitascly sell vrana-name arcvicles 


Toney are still selling name-vrand articles but 
mucn oL tnear trade nas veen taken away. 

MR. GERIN-LAJOL#: Referring tO page 3 
UL your wilefs Tow wld like te nave a clariri- 


wateon theres I wonder if “you are reatly sugsgesvin, 


Ci 


that lower prices dv. not oroaden tne market gener- 
ally -- you talk avout tne saturation of tne 
market; Would tnat come more quickly Without price 
maincenance? 

MRe SSAACS: I woula like to answer tnat 


we are dealing now with appliances. and tnere 1 


C. 


mucertain given life that has been oudlle dnto an 
appl tanec. sin some cases iv if almost a lifetime, 
in -o@her words..dtds a lon, periou om years. 

I don't tnink that in fairness the appliance cusi- 
Nessi can) ce) Compared Do any article which consumes 
itsely immedia Lely, and is BOS se Pana as: Gi Oe. LS = 
placed again and again and again, Now, tnere is 
im mys thinking 4 saturation point; it increases 
With Cue years, 1. increases with tne amount vi 
marcnandase thevris manufactured and distri- 
buted oy tic Factories and dealers alone, aiid 
LUigets: tO a point, provided, as I said, tnere 
is a longs lite in tne product, wnere tue sale 

of Unat product pdecomes more and more orderly 
and ci. ntinudes to diminish. I welicve, sir. tnat 
una. 1S proodvly one of tise trousles in tne 
television business’ of toaay. I do nov frur onc 


momene think tnav -- I call them “tne fly-vy- 
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night dealer", for the want of a better werd -- 

I do nov tuink for one moment tnat tne ily-oy 
night would decide, for example, he was g.ing to 
go into tne selling of chairs or sofas or ocds, 
or some sucn line that is sold in a very orderly 
fasnion. He is grasping at a straw; he is an 
opportunist purely and simply and is syphoning off 
the channels of wnat mignt oe orderly trade, and 
I still maintain that cusiness would oe done to 
some 5% or 10% acove invoice -- and I want to get 
that point over -- oy those legitimate dealers 
wno Know wnat tne cust of doing ousiness in an 
orderly fasnion is; 1t would oe done at a prorit 
to ail concerned. 

MR. GERIN-LAJOIH: Is it your suggestion 
that cutting pri.es is done only py Ply-oy-nighs 
dealers, as you call tuem? 

MR. ISAACS: No sir, I did not make that 
statemenu. I say 5% or 10 percenters -- there 
never was, even under so-called price maintenance 
@ time Wich you or any ovner tan Gould now buy 
an appliance at lower than prescrived manufac- 
turers' price. However, I will say that iv 
was not as pronounced as it is today. 

MR. GERIN-LAJOIE: So you are referring, 
nere -- you are complaining, i: I may use that 
expression, only avour. those dealers making a 
gross prifiv of only 5% or 10%, and nov cutting 


prices generally speaking? 
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MR. ISAACS: No sir. oue I contend one toning 
leads tx tne otner. There is no ena to it. As 
was explained in tne case of tne radio in F iday's 
Toront. paper, one was $199.00 ana tne otner 
pl54.00. There is no price maintenance, so he 
Bays), "Dwill sell it for what I Tike? so ‘he 
makes $15.00 gross. In tne coniines oi tne City 
or Toronto he cannot deliver tnat television in 
a truck under $4.00. ne cannot pur it invo a truck 
and take it tu a house under 4.00. 

MR, GERIN-LAJOIE: Atv tne vottom of page 3 
there is sometning I am nov Sure tha. I understand; 

"Numoers of instances have come to 

our attention in Moncreal and one in 

particular in Poron wo) witna-very 

limited start which does a turnover 

in millions in T.V. and refrigera- 

tion. [t-is our-conviction, that due 

to the appeal of television tnis same 

ousiness would have been done at & 

fair margin o: proLrit oy responsible 

dealers putting into circulation due 

to this prvfit margin many agaivional 

spendin, dollars. Tnese dollars create 

an endless cnain of otner spending daol- 

lars that filter ints many and varied 

channels of trade." 
Do you mean thar., generally speaking, business 
Should employ more people tnan it need to ao its 


ousiness? 
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MR. IsAACS: Than it need? 

MR, GHERIN-LAJOIE: Yes. 

Mn. LOnACS: No; Lodun'. say that at. alt 
bun Lb do pelaeve this: I do pelieve thac actually 
if YOO Can Duy anarticie for S200 00; Lev us: say. 
and in tna. $100.00 tnere was 4a very, very meagre 
percentage léert arter tue general operation or: 
the business that sald it to you; and that your 
Driene UOlent, a Bani ler arctic le ror @Li0. 00 or 
$120.00, and that tnat saine money was pur int 
clrculation, except that it was enhanced py 10% 
or 20%. I am of tae opinion that tne general 
economy or tnis counvry would oe improved. I 
gon't think in the final pieture tne consumer has 
BaVed anytnhin., because in my thinking it goe 
past tne point of original sale, and goes into 
whe variety of channels of distribution where you 
and I and the other fellow's family is employed, 
and therefore I tnink tnere has o¢cen no saving. 

MR. GERIN-LAJOL#: well, if for tne addi- 
tional LO er $20.00 a person could ger some- 
thing else in addition, why not get it? 

MR. ISAACS: He can in another way, ve- 
cause the individual thac is going to sell 
you that on a 5% or 10% basis eventually will 
wind up to tne point where ne cannot pay his 
bilis and bec ume bankrupt, because I believe 
he is casning in on a momentum of an article in 
lemand. wnen it comes down to ordinary selling, 
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I don't tnink ne can do sufficient business Tv 
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Stay in business and by that time he will have 
acquired a lot of liapilitues It is happening 
right now 

MR. GERIN-LAJOLE: Well. you are just en- 
Visaging a situation where Someone 18 making a 
LaLprprofi acwor<every. (shorteperitod of tine? 

MAS ALSAACS ys XY SGeq) SR yz 

MR. GERiN-LAJOIE: There is something whica 
I find of mucno interest at tne vottom of page 6 
regarding tne value oi property in downtown Mont- 
Realy and (Laelcnaigine Siece sof Stherereys Lents 
Rayup reo piive Guplicd to dseeidenthavalt snowid shop 
avidin place or anetnhner, and isn't it the law of 
evolution wnich we should admit that possibly the 
region may get depreciated, and shops might go 
tO another place in time and that we should nov 
try Corhave rigid trulesior laws) to protect. 2 
state of affairs which miznt not apparently be 
to the greatest interests. of tne population? 
Porvinstance, if iit: isin theiimterestiro® the 
pepulation that whe traderon ot Catherine Street 
West move to Sc Laurenc or Dorval, woy not do 
it? 

MR OCESAACS > - Ttam not opposed twstnat. we 
ourselves have oranches in many ol tnose sections 
Might I poinc out sometning woich I voelieve was 
touched on in another way oy tne last speakers. 
It is this; Oddly enouzxn, We have oranch stores 
in neignoourhoods where rentals are not nearly 


as high as on st Catherine street, but actually 
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I want you to realize that under orderly selling 
the custumer wuld pay no more money on st. Cather- 
ane Bureet Lor his artiele than ne would pay in 

an out-lying Section o.1 the city -- not from us 
Oniy, bur from any repuvacle mercnant. The reason 
is this: That our rent is necessarily higher on 
be. Uetnerine Street and is: prédicaved percentage- 
wise on our turnover; our turnover is nigher. 

When you.goO into tne lower rental areas you don't 
dG Ae MUCi TUsTOVver, but your rent 22 thet much 
lower, bul you carnot sell in an orderly fashion 
eny coespersinere Whian you can In Stu Carnerine 
Street 

MR. GERIN-LAJOIE: But you oelicve we 
Cannot Mave Suc an orderly State of aifairs 17 
i may say so, just oy the natural law of supply 
and demand -- that we need a policin, of the 
manufacture in this case? 

MR. ISAACS: I would rather not use that 
word. I feel again that the manuracturer has 
DUiLE Poodwil? Gnto his producy end it is rather 
the goodwill tnat is déing torn down and des- 
troycd I Can see a time wnen there won't be 
any more brand-name articles. Maybe thav is 
what tne Government wants -- I don't know. 

Perhaps tnat could take place easily with any 
other person selling X Y @ vrand where the 
price is unknown and he puts wnatever price on 
thav.is necessary to attract his trade. 


MR. GERIN-LAJOIE: Actually, on that pointe 
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how would you explain tnat people selling at very 
low cut-prices continue doing business? 

MR. ISAACS: People selling av very low cut- 
proces F 

MR. GHRIN-LAJOLIE: Yes. 

MR. ISAACS: Are you conrining your remarks 
to the applianve ousiness? 

MR. GERIN-LAJQLEs» Yes) Let. us conzine At 
to this field. 

MR ISAACS == Agwiseid a momenveago, bu is 
pecause tiiey are casning in on tne desires of tne 
moment. It, is more evidence in television tnan 
in anytning else 

MR. GHRIN-LAJOIE: well, would you tnink 
tna Wit times dn aA wear or tWwenor thres,. tne 
situation would redress, adtself? 

MR. ISAACS: » Yes, tz we can get enough of 
these fellows pankrupt. 

MR. GERIN-LAJOIER 650,10 a4iterrat period. of 
two or three years. witnouv any price mainven- 
ance we could get @ck to a normal orderly state 
of aftalrs? 

MR. ISAACS: Provided we ovankrupt enougn 
of tnese people, yes sir. 

MR. GERIN-LAJOIE: Theat would happen 
normally in your nypotnesis, because you take 
for granted -- if I understand you -- tnat they 
do ousiness aid make profit just on account or 
the desire of tne moment for a certain particu- 


lar product? 
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MR. ISAACS: I would think in the main tnav 
is largely tue case . duc of course incidentally. 
they<seld: other? things: alon., with itulOne other 
things sir:: This so-called. orgy ofsprice-+cuttin, 
please rememoer it is only in the main taking 
place in orand-name articles. I suomit if you 
wenc invo any department store and purchased a 
SULbror Clothesuor 4 padrrotishoes4, om whavever 
it would ve, you pay that firm a fair mark-up for 
the purpose of doin, ousiness You have to. or 
they won't be in dusiness. 

MR. GERIN-LAJOIE: May I ask tnis question: 
Teresc anguestion, morlans opanion: \cisn'£:.it. teue 
that, department stores, for instance. will sell a 
particular prvuduct bearing the store's own vrand 
at.a lower price than possibly the same article 
made py tne same manufacturer but bearing tne 
manufacturer's orand-name? 

MR. Bev tSAACS:> LIodon'tabelievemisir -- 
it may be so in some cases sold at a lower price 
dus that dves nov necessarily mean tney are wurk- 
ing ona lower margin of profit. I rather think 
the contrary is true, that they are working on 
athigbple’ belterimnarginuorepnofiiwon their own 
particular prand, such as our large department 
stores have, than a name-brand. Otherwise. why 
bring them in in the first place? Re verve 1. 
ifiethe ‘apphiancerfzeld R-C A. -Victorsor Westing- 
house do the advertising for tnem. Therefore, 


it is partly sold wnen a person comes into the 
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store. If they handle one o: their own products 
they must do the eavertising themselves. You may 
find a shirt, for instance that would be less 
expensive tnan a brand-name ivem, sucn as B.V.D 

or Arrow, and these are manuractured and mighvu 
appear to be as pood quality, too. They might be 
wade “up oy a certain factory for a department 
Store eitder during a period of time when they are 
not too busy and will make them at a lower price 
in order to keep tne factory gving, or tney may 
calculate tne increased volume of ousiness which 
they have obtained by manuracturing tnis particular 
orand-name for tnav department store can be main- 
vazned at a lower price, and would appear on the 
shelf at the lower price, out I believe in fact 
tne Name=vrang article, that 18, the article that 
the retailer is selling with his own name on. on 
veaveparticular articie Ne Le Working ona Larger 
margin of profic tnan on the name-brand. 

MR. GERIN-LAJOIE: Am I rignt in saying tnavr 
the retailer in that case 18 spending more money 
in advertising his own product? 

MR. B. ISAACS; IE would say that in order 
to create the demand he would have to spend more 
money in advertising, because in name-orands the 
advertisin, is done for him. 

MR. GERIN-LAJOIE: Let us take a name; 
Eaton's in Montreal advertise a radio "Eatonia"; 
is i. your opinion tnat Eaton's spend more money 


on advertising Eatonia radios tnan tney would on 
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advertising in their daily page westinghouse or 
General Electric? 

MR. BS ISAACS: - Ll misunderstood that. Eicher 
they would have tu do tnac or orfer it at a lower 
price, out because tne, may oe offering it at a 
lower price does not mean the, are working on a 
lower margin of proriv. 

THE CHAIRMAN: You mean tne manufacturer 
in selling tnese goods witnout the manufactured 
orand-name on them, selling them to tne dealer, 
he sells them to him at a lower pricey 

Mite -By WSAACS=+ © Pherc. ea ‘edmicet: 

MA, VSS BSAACS? §) would “1ikke vo -quakir, 
that statement. just a little. 

THE CHALRMAN: We are not suggesting that 
always happens. 

MR EES ..EESRACS) 64? don “now that T- would 
agree Wloen my son ay that-entirely. © It tse a matter 
Or opinion, IT -do agree wit iost or wrist he 
said but I don't think the manufacturer neces- 
sarily makes more proiit on his branded article. 

MR. FAVREAU: It has been proved to us. 

Ms Mo. CORRES © Porte posse p le, 

THE CHALRMAN:. He has spent money on the 
pranded names but not on tne others; he has 
advertised his oranded name but not the others. 

Mie’ 7. Sa’ DSRACS =» Yeus* tate ies Tien: 

MR. GERIN-LAJOLIE: I would like to ask 
you if, oefore the new legislation regarding 


price maintenance, odefore tie present situation, 
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ii you happened to granc ganerous trade-in allow- 
ances in competition with ovher retailers ---let 
us’ Say you were’ to sell a radio and trade-in 

ano .herone.. 

MRSS TSRACS: We have made i¢ a. prac- 
tice insour ‘pusiness totdeal fairly ‘with the 
customer and also witn ourselves. Many times we 
have criticized our salesmen for allowin, what we 
felt was an undue trade-in allowance, and have 
even taken that sale away from them and refused 
it. We try, and we are successful, in allowing 
as a trade-in tne price for that particular old 
article’ in wnich we can sell it in our trade-in 
Store arrer-reconditioning. We "dont try ve 
make a profit, but we allow for service and re- 
conditioning. of the article, and then we do not 
allow a larger trade-in; in no case do we ever 
allow a larger trade-in than we can get for tiat 
reconditioned article from some customer. 

MR. GERIN-LAJOLE: To your knowledge, 18 
it tne practice, say, in Montreal, in tne appli- 
ance business to give large allowances, and even 
allowances for trade ins, which would ve of no 
use to the dealer before tne present legislation? 

MRE DYSPZISAACS: Yes. and E think that 
prings me back to wnat we talked aoouc just a few 
Moments ago. At no time, even unuer price main- 
tenance. was tnere not price-cutting. I did make 
that statement, tnat there never has existed a 
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an article at less tnan tne price. 

the chairman: Do you think it is possiole 
there. ever could be? 

MR. 21.5... LSAACS<.. I don't. oelileve. that, we 
need sucn protection. 

THE CHAIRMAN: But do you think it could 
ever werk 100%? 

Mrs. Lae aoRACSa, ty Gein. Thin «eo kewen 
honest man, I can't answer tne question. 

THE CHAIRMAN: You mean it would take a 
lon, time before you found something that somevody 
cuuld not oeat? 

MR, LaSar tSAAGSien. Thak ap, comrecs. 

MR. GERIN-LAJOLE: I am looking at page 7 
Olathe. prler. bhesmiddle,of, the~lastepearagraph: 

" ... let the factory and retailer 

alike cut gross mark-ups in order to 

provide the consumer with, his product 

at a lower price." 

MR, «ko .etoAACS:. Will you Bead, on,. Though, 
Sips. =< the next sentence 

MR. GERIN-LAJOIE: "However in this res 

pect it snould not oe overlooked that 

the profit motive is tne spark-plug of 

business." 

MA oe .&. =LSAARGS os Yes. vyousmustucsuphe that 
Wits Ls. . 

MR. GERIN-LAJOIE: But I wonder how price- 
cuts, such as tnose envisaved here, could be made 


to tnat extent. to the extent apparently envisaged 
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here, with price maintenance? 

MR. 1.5. ISAACS: Well, pernaps I did no. 
phrase tnat correctly; perhaps it is not clear. 
The point I tried to bring out was this: I ds not 
know why our Governmen. saw fit to remove price 
maintenance. That is something I do not know 
Nevertheless, tney nave done so. The point IL 
Would Like t6 bring ous 18 tais: IF 10 was tne 
general thinking on tne part of our Goverment 
that by the’ elimination of price maintenance they 
would lower the price oi tne articie to tne con- 
Sumer -- and witn all due respect I suppose --- 

MR. GERIN-LAJOLE: In this respect you 
might. like to know that three or four counvries 
have already followed the example of Canada since 
we have passed this legislation, and this might 
Show that apparently there is a real foundation 
for tue purpose of a good economy. 

MR. LS. ISAACS: 2 would not doubt that, 
put that does nov prove they are Piebt. Only cine 
will tell. However tne point I wanted to bring 
out was this: If 40 can be proven that the retail 
price of an article at the consumer level is too 
high, if tne Teeling 1s that that price snould 
pe dropped. that it is too much money. tnen 
the import of tnat statemene is purely this; 
Perhaps it can oe discerned that tne manufacturer 
(a) is making too oi, a4 gross profit on his article 
as he sells ic to the retailer, (0) that tne re- 


taller in turn is selling that article to tne 
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consumer and is also making too big a gross mark- 
up. If sucn. is the case, then [ say tnat the 
gross profits.of clcurse tney would have to be 
reflected in the net profit, and if the net profit 
of tnis industry is too higzn -- and Ottawa can 
easily determine tnat from a cross-section of our 
balance sheets -- perhaps some methnoa could be 
arrived at where a lower mark-up could be made. 
But 2 say, if-it is humanly possible-to do thac, 
Lam Lorestan Tole kee Fok any VOL Tor undue 
profits. 

MR. GERIN-LAJOILE: You mean controlling, 
PeSTLCS? 

MA. D265. teAaes-.. Lo tnere- was sone way 
DicoOu le be ene “vests. i. 

MR. GERIN-LAJOLE: By a Guvernment Board? 

Micro. LSARCS: JF Gon’. Know... Lam .nor 
smart enough to figure thac one out. but wnat I 
would like (6 Sa, 15 this: Don't tear down the 
PoodwLid, Coe public acceptance: the pride of 
possession, tne deiignt of ownership. tnat 
YOu a8 ja. customer have fot in your Victor or 
Phileo radio, because you see it is advertised 
now at a variety of prices and you lose that 
sense of pride. 

MR. WHITELEY: On page 3, the last para- 
graph. "Numbers of instances have come to our 
attention in Montreal and one in particular in 
Toronto witn a very limited staff wnicn does a 


turnover in millions ...": I presume --- 
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Mi. Lec, Lonnoe? Well sir. i don’t want to 
mention names here -- I don't think we shoulda -- 
put there are firms in our larger centres. 

MR. WHITELEY:’ I am referring: to Montreal; 
you think there are a number of firms in Mentreal 
a¢éing, millions in cut-prices? 

MR. L.S: ISAACS: Yes; a@ numoer. yes sir. 

MR. WHITELEY:”° “Are they ali°liccatedc “in 
"noles-in-tne-wall"? 

MER. Lio. LonpGo: |) bereety n,n veo clr, 

MR. WHITEEREY:” “And doing miligons? 

Mi. Lao, LOeAUS: “Sees ell. 

MA. WHITELEY: That is quite different 
Prom Che ‘arrest ron i “Tortie, 

MAR. Loos JOekCS: ~ Lf Wouldn' sc Tonk so: I 
could mention one in Toronto. He advertises; 
you don't have to’ take my word. His turnover last 
year was $45 millions. 

MR, WHITELEY: That man appeared before 
the Commission; ne told us his staff was over 
4Q in numoer. 

Mr. “Evo. LOMACS? Wella, 2 he cen dy a 
turnover of $4.000,000.00 wivn a staff of 40 --- 
THE CHAIRMAN: It was 53, I think. 

MR, Eos. LSRACS: "APL "rrent, “Sse ar yeu 
ao that “tCurfiover with a staff “or S53 in the retail 
business, you are pretty good. 

THE CHAIRMAN: It depends on the price of 
the articles and how many you séll. 


MR. WHITELEY: Is tnat the type of store 
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You are Yererrin to? 
MA, w,oe Loanes. “Les wre. 
MR. WHITELEY: 40 or more on the staff? 
Mae Ss Sena SO “oP less yes Sir? 


MR, WHITELEY: Well, you cannot nave it voch 


MER fo, Loneus: Noy DL estan'r count their 
employees, vut the, are under 40, that is sure. 

MR. WHITELEY: And they are doing millions 
of dollars of business? 

Mie igtA TSARCS Fel WOULCd ay” ydo". 

THE CHAIRMAN: They are even smarter than 
CaS arr tt) “ESrouee “wl tno >. 

MRS Dio, “loneoo.)  Ll you Can 2em your 
custumers to pur e@°telrevisiton*ser"on tne vack of 
fIGLeY Cars “And Strap “EU ron With S plece of rope 
and “drive away, and if you ‘can get tne same custo- 
mer to the frame of mind tnat when his television 
goes wrong, "Don't call me up because I haven't 
gov @ “Service departnent™ ——= and that “its a *ract 
despite what was said a moment ago --- 

THE CHATRAMAN? BUY TUelis nor truce with all 
of them? 

MA, “MESS > ISAACS CN with "erty 1 te -true 
wit some. “The trouvnte as [see it in thevappli- 
ance Tield is tnat appliances do get out of 
order. we know that after 30-odd years. we 
maintain quite a large service department. Ex- 
eept in television, wnich is a brand new story, 


we have no charge per sé for service We furnisn 
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thateservice gratuitously to you. Our.service 


not oeen 4 profitavle 


ta 


department over the years ha 
one; lc has been a dursct charge en the operation 
of our business, but weedo Look after’ you. If 

you make a purchase from our firm you are gving to 
ied. In every so many.cases appliances 
ado get out of order. 

THE CHALRMAN: ILtpisetnheistaudard practice 
and a good many firms do the same? 

MA. 1.8. ISAACS : wives, Sale. 

THE CHAIRMAN: That has been argued before 
us, that unless certain mark-ups are maintained 
that kind of service cannovw. be provided and tnac 
service is necessary. 

MAG 1.5, ESAACS: It Is quive vurué, sir. 
May I say that regardiess of wnat the manufacturer 
Says he will dO in regard to service, he does 
mighty little. Phe retailer bears the brunt of 
that. Service. it Ne is 4 reliavle, cdependanie 
retailer. and — maintain thay if you buy appli+ 
ances Prom firms who cannot give you service 
because of no profit, one day — think those 
firms will Largely be out oF business, and you 
Sir, were quite correct when you seid, “could 
i mot get Service ah Montreal af [ had bought 
from a fly-by-nignt dealer?"”, ana I would say 
ves bub you Will pay for it. 

THE CHATRMAN: Oh, yes, you pay fur it. 


Thank you very mucn, Mr. Isaacs. 
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Delegavion from: CANADIAN WHOLZSALE HARDWARE 
ASSSCCIA?TION. 


Represented oy; Mr. Crowaer 

Se&crevary-Manasers 

MP. -N.E. Peveril, 
Manager of Hardware 
Devisiton ofeWwilizam Stears. 

ME. fC PeGoestLs 
General Manager, Lewis 
Bros., Montreal. 

Wetec. Miller, 
Director of Purchases, 


GeVerR "BL Osr 


Mr. A.A. Waternouse, 
Kaverhill & Co. 


MY. E Roy ; 


Mr. Heetor Prudhomme, 
of A. Prudhomme set fils. 


Mie teh G eS VeVenss 
of Shervprooke: 


— eee ee eee 


THE CHAIRMAN: We Nave still one brief tu 
os. Weard’ which 13 a0 5S presented. by Mr. Paveril, 
This brLet 2S presented. T understand. oy you 
Mr Peveril, on dehali of the Canadian Wholesale 
Hardware Association, With particular reference 
£O tne Maritimes. 

MR. PEVERIL: Well, the examples are pri- 
marily from Hulifax area. yes. 

"To the Chairman and Memvcrs 

"or toe Reetrictive Trade 

"Practices Commission - 

"G.ntiemen;: 


"As a magor factor in the system of 





















seoBenoud to aa | 
ROTH TOV on oans’} an OAS wate 


ne ai is MOMS oe (bie 
- * seg . 
18) Glare 267 
eR a a a 
ae © » & 5 ° ey 
oat Ab O90 SoH an . . 
eet Te Samonky tg” A-3O uy > = ils Soll - 


CHVeI2 3 A TM 7 1 ‘ise 06 
PHALGIVISUE To 
* ; a € nae - 
; 7 7 ..¢e8 - 
I Ben € 48 @ A a 
ad Veda sire ks ae wVuel " PAB _sHT ; 
i Vay is rea c. e 


ee 2, wet ae os Besmvaeig Ne ni ia pat biped »6 
Dik eyvaee i en 


mod as corny erst Peat él tssa0 einT 


joe wrap Ne} 4° yt 
jLseshuity hisdestig ous ib Liuted go fitevet aM 
aie }) ° mi ia oS : 


suiletoiet ahd Ste, et) dierts eeA ot Swbt 8H 
} 


en a i a oman 
ry , mics ‘ond ag 
Cat . ~~ ' As ; a so) Ot 7 


<paqnerte eu Lathuis a Le a : 







7 da i" (ut Wiese — % Rae 
7 80y - Sets - mort yiriem 
MOS Dy ahi ah y efi i oe 
staeenenes a 
a 6 OF a: hes) ai DF sory 


eae died Rare ie 
ve eke ceca sel a 


as 


1 med ege laiecalieas os 7 a 
: 1, s¢ °-} — : 


= 






- — 


1637 


material distribuvion in Canada, and as 


t 


suppliers of the retail nardware industry 
which does @ volume of business around three 
hundred million dollars annually. the whole- 
sale Hardware Distributors are grateful for 
the, opportunity to. presen a statement con- 
cerning the matter with which you are 
presently concerned. 

"While the term 'Loss Leader!’ may 
literally mean - articles or mercnandise 
offered ‘below cost or delow delivered cost, 
which is purchase cost. plus actual costs 
ineurred inphandling, storing... deliverihy, 
etce., - the usual connotation includes mucn 
more, 

iphere 1s the practice of ‘givin. 
away absolutely arée! gome reputable arnticie 
of value with tne purchase of an article of 
greater value - such as giving a television 
Seu WA each used mer sald. bya car dealer. 
This has: the ~ffecth of decreasing the 
price of the major item oy the value of 
the free gift While toe television set 
represents, to the buyer, a premium, or 
discount equal to tne retail price of the 


television, it costs tne car dea 


rad) 
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the wholesale price- fhe difference is 
the gross profit lost by the legitimate 
television dealer wnosSe organization is 


dependent on appliance ousiness and is 
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equipped to give service on such equipment. 
"mhen there 1s the personal service 
organization whicn attempts to stimulate 
off-season trade by orrering an article, 
such as an auvomatic electric iron, at a 
price well below the normal retail price - 
usually the wholesale price at which tne 
item is purchased. This 1s another case 


of one industry promoting its own interest 


5 


at the expense of tne legitimate dealers 
of tne product offered. 

"7here are numerous instances of 
hardware items - such as kictcnen scissors, 
Cary inte sete. cuvlery, hand toels, etc. ; 
being offered as premiums by erocery chains, 
manufacturers of tea, coffee, breakfast 
foods, detergents, margarine and other pro- 
QUCTS. 

MMO anyone conscious of the effect 
of this propnlem ic is opvious that a very 
large volume of business is veing diverted 
from the hardware dealers whose comoined 
stocks or tnese or equivalent products run 
invo millions of dollars. The hardware deal- 
er carries many items in stock for the 
service of his customers on which ke dvles 
not’ expect to make any profit." 

That is because there are sizes and types for 
whi.n there are calls for, out his turnover is not 


surficlent toyproduce any profit. 
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"He alsv carried icems on wnich a profit 
is anticipated out not realized occause 
tunnover is.neduced oy the diversien oF 
trade Lnrough these promotions. For tnose 
who do not procure these products via the 
pargain method, tne dealer is expected to 
be prepared with Stock on bis. shelves. 

"Not only do tnese promotions shrink 
the reasonavle volume oi the legitimate 
dealer pouc some of them create an impression 
OL nVad Us, OF -GOSt thet ts irrelevant. Lt 
would also appear that the sale prices of 
the products ocing promoted by these premiums 
bear no ,é6ssential relation to ucogt ii -oaese 
premiums oi comparatively high percentage 
value can be included with tne products fur 
Littlexercno »addiuional price oA specifiie 
instance may. be found insthe case of the 
ehaLln.grocery -store 2h Mongrea L..thart.oprered 
KiLDCHENR SCissors for.a penny.a pair with 
the purchase of $5.00 wortn of groceries 
on Monda,, Tuesday, or wednesday each week. 
These scissors, imported from Germany. 
cost avout $ .50 a pair laid down in Mont- 
real., such .an.orfer represents. a 10.per 
cent discount on a $5.00 order. 

NRaamplesyof, "Loss Leaders’ in. the 
normal sense may be observed quite at will 
but for.tnue sake. of illustration, take two 


from Halifax. Here, ona frull page ‘ad! 
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Oi a Jewellery Store neaded ‘Hottest Vyalues' 
you find this - ‘For example - Dormeyer Food 
Mixers - normally tnese snould sell for 
$69.95 -- $39.95.' A normal dealer discount 
on this class’ ol merchandise would be avout 
33-1/3 per tent’ out, sabGnrhe ne was a 

big puyer and received 40 per cent - his 
cost would’ be Sal 97. 

"Here is another ‘ad’ - a power lawn 
mower made oy a well-known Canadian manufac- 
turer but bearing a large chain’ organiza- 
Troms orag@e Mame MO Dalen @& ALETerenv 
color tuan their stock model - $62.50 each. 
The identical mower with tne exception or 
trade name and color (Suggested Retail - 
$95.00) cost the hardware distributor al- 
most $60.00 laid down in Halifax. He could 
not sell at’retail himself at $62.50, mucn 
less sell it to a dealer at a price which 
would permit him ty be even nearly cumpeti- 
tive; when this matter was prought to the 
attention of tic Manufacturers, the reply 
included the followin, - 'The machine ad- 
VervilSed, It .fu.. oc Of OUP Menuracvure, 
This is produced undér their orand name 
and t. their own special color scneme. No 
FULETENCS GO [Ute . fous oppeare OU tie 


macnine itself. At tne time this ousiness 


would take a normal mark-up on these 
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machines. Apparently, «..... Nave disre- 
garded the normal mark-up. ......AS you 
know, under existing conditions, we cannot 
eontrol the resale price of our products, 
whicn means tnat we cannot dictate to any 
customer regardin., the price at which they 
can sell goods which tney purchase from us.'! 

MTMhese practices, ccnstituve an an-— 
justice tu the hardware dealer. Because 
the articles so featured are usually well- 
known advertised brands, tnese conditions 
tend tu strain tne relationship between the 
Manulacturer and His MNomal ouvleve, 

"Mhey incline tne dealer toward seek- 
ing for alternative brands which can be 
mercuandised witn less embarrassment thnrougn 
irrelevant comparisons. 

'tmhey relegate the repucation of sume 


highly advertised pvrands to oargain-counter 


"Some serve t- abdsord wnac appears 
to be unnecessarily farege proriy mareins 
at the expense or a class or dealers wnose 
products carry only a necessary gross. 

"Lt is hard to conclude’ thar prac- 
tices whicn have so many inequitaole attri- 
buces can be considered to be in the vest 
incverest of the public as a whole. Anytning 
which threatens tne stanoility of tne many 


hundreds oi nardware dealers must oe 
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Suspect as regards its effect on the cun- 
suming puoliv in general. hese dealers 
provide a type and degree of service to 
millions wnich would not be possible if 
tneir wares were only availaole thnrougn tne 
mass-market organizations in communities 
large enough to entice tnem. ardware deal- 
ers provide employment in hundreds of cvom- 
munities. share tne tax load and their pro- 
prietors and employees make a valuaole 
contribution to community service and wel- 
fare. Their gradual elimination or a major 
reduction in their numoers would aggravate 
the growing tendency toward monopoly. Such 
monopoly woula eventually lead to dictation 
to manulacturers by these monopolies as 
their puying power would represent a pre- 
dominant percenvage of the manufacturers! 
PDLOQUCTS. 

"ws Suomit that the practices re- 
ferred to above have vecn largely respon- 
sihole for’ the ineresasging disorder in the 
process of trade during the past two years. 
we oelieve the right of manu:acturers tu 
select tneir cnannels of distribution 
for their products, and the right to with- 
hold tneir products from any or all or- 
ganizations whic du not conform to a 
reasonavly estavlisned price or service 


policy, would have a stavilizing effect 





1h ni ar re, 
-ieeb eTNetsH ia ia ae 


e V@tbeg fad i 






jet ne «fas lee 

“og meer bae uot sind ets ery eid Lown Sti 
| ha ye \t-aze eae dia ‘ 

“sfowuiey 5 eaten aeoysiqae bits wereing 


pore ' } 


~fon bins salwuos «Suave og notouaizeaee 
[a e le std 
mit ale & '€; an tdesinabe Imneny anon «oat 


svavemgas menried eteruoniytt a. at nolveuben VF 
the -hoquon rcs cenbheies eatworg ont 


+ <j 


—- 


How at ons wt beet we Tentaeve oluow. weqonon 
as aetdegomoa Sanit qo arbi) 98 wits ot 
Ue ; a 


Jia: z=. snosssqys agin bitte gate. uted? 
‘eoaa bores wuts 0 votuisoueq Jubbbet vos 


q = 4 oe - 
| 63 ub 5G 
os wr 


“ot rales ol Sets v bitiiw 8 iw" 
a iaaeet iisae avui evade ow bette 
eit Pr noimioatb gaseetoad tis 3 ar 
eseg ows Fang ule “lavas abeey te euwsbay 









ee ibn ee t peer en | 
eo ae ap i‘ Tige er = 
: | a Sar 


Ce es id 40% 
ee Gr: 









ace (6mES 


1643 


on our merchandising processes, Sucn rignt 
to the manuracturer would incur a respon- 
sinility as well, for he would have to answer 
to his normal outlets if and when his 
products were being footoalled. fhe recog- 
nition of such responsibility should go a 
long way toward making manuracturers - 
particularly of large univs such as appli- 
ances and power mowers - more careful to 
avold over-production, which has nowt only 
ereated ‘chaos in the early months of the 

last. two. years, buc has created justifiable 
discontent on the part of people who paid 
DNS: Tegivaryprice of anverticle later 
Slasned. Due consideration would, of course, 
have to be given to the right of distribpu- 
tors and dealers to dispose or distressed 
merchandise or dead stock. 

"ALtvhough human fratlcies will mar 
any policy, we-pelieve the avove suggestion 
glves Promise of a geréeater degree ar orderly 
merchandising an ethical ousiness oehnaviour 
Chan anyvother polley wet tried." 

THE CHAIRMAN: Do you wish to add anytning 
time to tne orief? 


MR, PEVERIL: I would just like to make 


reference to a couple oi items; one in particular, 


the one 


avoue the power lawn mower. one of my 
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competitors in the city of Halifax happens tu 
have the mower wnicn is so featured, and he tells 
me that he is unable to sell tne mowers which he 
has now in stock. On the other hand, I have a 
mower which is made oy anotner company in Canada 
and tney nad a similar experience previous to the 
present legislation being passed, and one of the 
major companies. refused ito sel it et the price 
whicn they stipulated, and tney discontinued 
selling to tne mass-merchandising organizations. 
This year we have sold more of thav particular 
mower, to retail at tne $95:00 price, tnan ever 
berore’s It is quite opvious that insofar as rthe 
relative comparison is made petween tne price 
shown by tne larger distributing organization and 
that 

the retail organization,has depreciated the value 
Or* that market’ in the mindsior the public pel 
don't tnhink there is any question that the company 
selling it at $62.50 is not making a profit. They 
have, and you have probacly seen figures of average 
Costs of doing business of the different whole- 
Salers, and the retail hardware dealers, and the 
department stores, and [ think you will agree 
tnelr average cust oi doing ousiness is greater 
than any of tne others. 

THE CHALRMAN: Have you any information 
as to what tnis lawn mower actually cost? [— am 
noc speaking of tne orand-name, out the similar 
article witnouv the brand-name and a different 
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MR. PEVERIL: I dun't know whac they, charged 
for the branded item. [I do not know what tney 
Ccuarged the department store for the one they sold 
torthem, ouc they did’ say in their letter that they 
ooviously did not put the normal mark-up on. AS 
a.matter of fact, that letter was in anSwer to a 
letter written oy a wholesaler reportin, that this 
company was selling it at $69.50, and they later 
reduced it to $62.50, so if they were nov getting 
a normal profit at $69.50, they were not at $62.50. 

THE CHAPRMAN w * Diets bikely since they don't 
have a orand-name that the price charged by the 
departinent store would be lower than that charged 
on that orand-name. 

MR. PEVERIL: ordinarily, manuiacturers 
Selling to tue department stores do not give a 
full jobber discount on branded names. Rather 
they take intv consideration that the departmeny 
stores require a larger mark-up than the inde- 
pendent dealer, and where tney allow an indepen- 
dent dealer discount of 1/3 tney would allow the 
department stores 40%; ouc in tnis instance they 
have given tnem at least 50, or possibly more. 

THE CHAIRMAN: They probably give a bigger 
discount; 

MR. PEVERIL: They may nave. 

THE CHAIRMAN: Where itv is a non-branded 
article, Tf would think. 

MR. PEVERIL: But tne fact they said in 


their letter that they did not put on a normal 
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mark-up Suggests iv could nov have been very mucn 
lower. 

MR. WHLTELEY: In tne case of tnis unvranded 
line of lawn mower, would tne situation be that 
the department store would place an order fur a 
quantity of these machines? 

MR. PEVERTL3S. Incaltl propeul itty, they would 
place lan order for qulue a. ausanoliy. your onear 
qQuantivy snould hot make --- 

MR. WHITELEY: 228 hae were, the case, then, 
under resale price maintenance the manuracturer 
would have no conurol over the price, in any case. 

MR. PEVERIL: Pardon? 

MR. WHITELEY: Under resale price mainven- 
Snee, if tne department store bougip wk, O00 18 
those mavhines, they would be their property. 

MR. PEVERIL: That is under the presenc 
legislation? 

MR. WHITELEY: No, under any. 

MR. PEVERIL: But tne manuracturer has his 
enoice or wnether or nov he ise@oing to try *to do 
business with the independent dealer, because ii 
the identical machine, apart from prand-name 
ana colour, iS8/0n) the..departmeny store floor, and 
on that of tue independent dealer, he is nov go- 
ing tovsell tnrough the independens dealer. 

THE CHAIRMAN: This example you have 
Siven;oln your mind; 1 thnougnse had some relation 
Lo the precties of resale price maintenance. 


MR. PEVERIL: If the manufacturer does, 
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Nnowever insist tnacr 
price on it --- 


THE CHALRMAN: 


am unbranded article, 


MR. PSVERIL: 
on cnet. ConagreLon, 
MR. WHITELEY: 
agreement oetween 

MR. PEVERIL: 
Convrol “tne price at 

MR. WHITELEY: 

MR. PEVERIL: 
ne-would not have to 

MR, WHITELEY: 


MR, PEVERIL: 


tie manuiacturer 


this cumpany put a certain 
How coutkd they? Pr iG is 


how could tney? 


well, he could sell it only 


T am not sure. You wane. an 
ana the Store, 
But if he were permitted tc 


which his products were sold 


His. vranded products. 


or his manufactured profucts, 


sell them to thas company. 
He d-es not have te now. 
Well, apparently he thought 


he had tu oecause they had assured him they would 


maintain the price, 
OULU 1h; 
MR. WHITELEY: 
MR, PEVERIL: 
Vo seb In cre 


fuse 


MR. WHLTTELEY: 


but Ne teeuid mot do anytnine 


Alter 


He may have oeen acle to re- 


first place . 


How do you relate it to re- 


sale price mainvenance? 


MR. PEVERIL: 


Only in this way; ii he had 


not given an assurance. 


MR. WHITELEY: 
peen an agreement. 


MR. PEVERIL: 


MR. WHITELEY: 


There. then, would have 
Yeo. 


And ‘that mint be contrary 


it reached their hands. 
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to sometning else. 

MR. PEVERIL: That is what we are suggesting, 
that they would have the right to make sucn an 
agreement with the people distributing ther pro- 
auets . 

MR. WHITELEY: That 18 quiws 2 difierent 
thing, from straignt resale price maintenance. 

MR. PEVERIL: What aoout the products they 
produce? 

MR, WHITELEY: Well, if they are branded 

MR, PEVERIL: Well, whether they are a 
orand-name or not, if he produces them would ne 
still not have the right to control tiem by agsree- 


ment? 


1D) 
ES 
o 


MR. WHITELEY: By agreement, out you 
suggesting somethin, quite different. 

MR, PEVERIL: But now he cannot make such 
an agreement. 

MR. WHLITELEY: If you suggest there snould 
pe room for agreement, you are Suggesting some- 


& 
thing much wider tnan tne former practice of 
resale price maintenance. 

MR. PEVERIL: Well, tnat was a phase of 
WieG tf Had =n mind. 

MR. WHITELEY: You are Now SUBReES tins an 
agreement to £ix prices? 

MR. PEVERIL: To fix the price o: a product 
Wn2Cu Ne proauces, 

MR. WHITELEY: Having no relationsnip to 


his goodwill, reputation or anythin, else? 
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MR. PEVERIL: No, I wasn't referring that 
to’ this man. 

MR. WHITELEY: No, you are saying two people 
Should be able te sit down and make an agreemenvu 
on resale. prices. 

MR. PEVERIL: The manuiracturer of tne pro- 
duct wits the people to whom he sells it. 

MR, WHITELEY: Well, tnav is an agreement 
to Pix prices”, 

MR. PEVERIL: Well, that is the right to 
Goncrol the’ price of his product; nee teenat the 
same thing? 

MR, WHITELEY: Nc, because in one case the 
Dproguct 18 pranded and tne manuracturer claims nis 
reputacvion and goodwill is proceeding witn the 
product; in the other case the final seller takes 
whole responsibility for 1t, and you are saying 
now you wish to recommend he should ove able to 
make an agreement witn somebod, else as to his 
prace.” 

MR. PEVERIL: Well, I am just suggesting 
Of course iv was identical apart from four letters 
ana toe Colour, 

MR. FAVREAU: Y~u mean you don't need the 
name behind it? 

MR. PEVERIL: No, not at all. hey are 
identical in every otner respect. The people who 
had sent themimew ic to tne point where tney 
would not ouy the one carrying the manufacturer's 


brand name. 
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MR, WHITELEY: He could only dao it oy making 
an agreement to fix che price. 

MR. PEVERIL: If a manufacturer fixes the 
final retail price of any product --- 

MR. WHITELEY: He doesn'c do it oy agree- 
ment. Previously he said, "I am supplying you 
WithYa preauccy TO Sell aAtyx Gollears “and Lt you 
doen't Sell it" you may nov get any more.” 

MR. PEVERIL: Could he not do that on a 
branded item? 

MR. WHITELEY: No, on the unoranded item 
hevcomes In and says, "“f want vo ouy 1,000 of 
these", and the manufacturer says, "Fine, I will 
suppiy 1, Q00™: 

MR. PEVERIL: Well, tne manulacturer doing 
that would do as’ in this case -- isolate himself 
from his other classes of trade. 

MR. WHITELEY: I am not Suggesting what the 
result might be, but I am saying the only way he 
could proceed is by making an agreement. 

MR. PEVERIL: In that particular instance 
he apparently thought a reasonaole price was 
going to be maintained, and then he could not do 
anything about it. 

MR. WHLTELEY: He could nov do it in any 
case. He had already sold the articles. He 
could not say, "I won't sell you any more." 

MR PEVERLL: In ali’ propablility., sir, 
he said, “on condition they are sold at this price; 


that is-my price." 
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MR. WHITELEY: You are suggesting now some- 
thing now other than resale price maintenance. 

THE CHAIRMAN: It is a term of the contract 
between the two. Ordinarily we have certainly, 
understood tnat resale price maintenance resulted 
from the unilateral action oi the man who fixed 
the price, and did nov require any agreement; 
‘This.is the price I suggest, and if you don't 
carry it out you had better get your goods from 
someoody else.! 

MR, PEVERIL: Could thac not be done on 
the customer's brand-name -- could Me not say tne 
same thing? 

MR JWHLTELEY> NGpsDecause 16 13 poe 2 
continuing orand. 

MR. PEVERIL: It is your contencion if one 
has the ragnt tw impose a given price on a branded 
article, that, he, has tne same: rignt. to dmpose it 
on an unoranded article as long as it can be iden- 
tified? 

MR. PEVERIL: I would say as long as it 
can be entietad, but tnat would be a matter for 
the manufacturer try decide, because it would pve 
his position that would ve jeopardized by the 
relationship. 

THE CHAIRMAN: If there is nothing on the 
article to snow that it is 4 product of thav 
manufacturer, how is he jeopardized? 

MR. PEVERIL: It 18 oovious to anyone wno 


has seen tne two, because there is a particular 
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Snape wnere the manuiacturer's name goes, and tnat 


same shape is there, buc tuere are four otner 


MR, FAVREAU: well, could you recognize a 
CCM. bicycle under another name? 

MR. PEVERIL: Yvsu may. 

MR. FAVREAU: It all depends now well well- 
BeOwWe VCS wet cle )is., 

MR. CROWDER: on this particular point 
is there any importance ce merit, to the idea that 
a maenuracturer: establishes his resale price under 
DeLee Malinbenanee wheter ne. does Tt by declara- 
Ebon Ol policy or Dy see reencnt? Tl mecall ey sone 
time tne Waterman Fountain Pen Company had price 
maintenance years ago oy a signed agreement pe- 


ween themselves and the retail distriputor. [ 


ct 


Siened one of tnem once, many years ago. Other 
manuraecturers came im and said, "This is our 
policy. Ih you want to sell. our merchandiss you 
GOS: LOM J .doplears, and ae ou soOm! te Ube Ciab. you 
won't get any more.” 

THE CHALRMAN: It can oe done Either way. 

MR. CROWDER: The agreement was only a 
means to an end; tne end was price mainvenance. 

MR. FAVREAU: It is most likely it has 
never been tested in court. 

THE CHAIRMAN: Well, until it was lert out 
i% was part of a concractual obligation. 

MR. CROWDER: It only added moral fivre 
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MR. GOBEIL: Naturally as a distribduvor we 
are tn GePee ted in tnis line, oéing part of a echain. 
We ‘are the link between the manufacturer and the 
retailer, and I just want t. mention that we be- 
lieve tne manufacturers ought t- have sometning 
to '#ay avout the methods ot pricing as far as the 
resale is concerned, oecause invariably the lines 
like those mentioned -- market orand lines -- coming 
to us from well-known manufacturers, and we had to 
return our stock to the manufacturers and the 
Foc i8 ror" tne Vast couple of years: there are 
several good orand lines which we have cancelled 
from-our list entirely. We instructed the pur- 
chasing department not to buy them any more. We 
believe it is not good for business in general. 
or for economy, but we could not market -- we 
could not sell it, but it was used in such a way 
by the retailers tnat most of them won't handle them 
any more. These good orand lines, as you know, 
are items that are nearly essential to the small 
retailer; to the small country Store; that is 
where he makes his profit and an easy sale, and 
that is' wnere he can make a sale due to tne large 
advertising oeing made in the last few years 
Since tnis price amendment has veen li:ted. we 
cannot sell any or tnese lines to the small mer- 
enante: you ‘can sell one or two ir the sale is 
already made ouc he won't carry it in stock. He 
is up against these stores advertising widely 


and he cannot compete with them and taxe a fair 
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mark-up. Not only tnat, it destroys the goodwill 
of the customers. A ‘lot or them think they are 
being taken advanvage of, wien really it was just 

a regular price...'We believe tne onlyiway there,is 
to overcome tnis is to revert naturally to the 
manuracturer-whe Gan choose his sourcer of rdisbricu- 
tion, because even as distrioutors nothing prevents 
our company at the present time from hurting im- 
mensely some of the wonderful advertised lines in 
Canada. We can hurt tiem so much we can put tiem 
out of the market in avout six months, because we 
Nave the rignh fo do 2isw Le asyour privitege tod. 
it if we want to make capital ourselves, and ad- 
vertising at the expense of manuiacturers who 

have invested a large amount of money and invested 


CHELY “capital vo such an extentvmtnat tneia woods 


) 
L 


are aceepted. We think that should not. be our 


privilege, but the way things are now, we think 
we should do it. 

THE CHAIRMAN: T Ought to make one comment 
Here’: what L*sala"in reply tO Mr. Growder may 
have left a wrong impression. He was asking avout 
the question of agreements that were sizxned. and 
[I said if it was not for resale price maincenance 
that an agreement of that kind would be witnin 
Section 2 of the Combines Act wnich has peen 
in force for many years. 

MRSS MILLERS Phere a6overy littie J] can 


add to what Mr. Gobeil has already said, bout it 


seems to\me in my experience ‘that. there are no 
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lines today wiere competition and price-cutting 
has -~ not partacularly competition, buc price- 
cutting is a vad tning, ana if some price mainten- 
ance was in effect it would be a protection for 
the manuracturers and for us in the lines on which 
a legitimave margin ot profit is necessary to 
operate a business. As has been pointed out, we 
have it in our power today to take a well-known 
bine and put 4a price ont Wandswreck ir 4 10 “time. 

MR. WHITELEY: You would not be selling t- 
Bie DUOLLG? 

MR, MILDER: We would “seb uco whe merchant. 
Supposing we take Prestone, a well-known line. 
and the price was 4.50 a gallon, and we offered 
tt at @ ridiculous pricey; we muutia@edo that and 
the, would have no say im the matter’ at all: We could 
do as we liked wito it. 

MR. WHITELEY: H-w do you say that would af- 
hece Lt? 

MR. MILDER: Ghat: could ruin the line for 
them for a: long time. 

MR. WHITELEY: In what way? 

MR, MILLER: Well, vecause the price set-up 
would oé wrong; tne retailer would cease to ouy 
the line oecause there would oe no price on it 
any more; he could not make a profit. 

MR. FAVREAU: But tne customers would rorce 
the dealers to kécp it in stock. 

MR. WHITELEY: Why couldn't the dealer 


Still make a profit if you gave it to him more 
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MR. MILLER: The price set-up would be 
wrecked immediately; [I aim Sure of that. We have 
seen it time and again and there are many items like 
that today just because there is no price level at 
all. Competition amongst wholesalers and ovher 
individuals ouvside our Association are just wreck- 
Pea “Lot. of albiries . [T am sure many of the other 
men could cite item: upon item affected in that way. 

Mine WHITELEY® Can you, cice some? 

MR. MILLER: On wire nails, for example, 
there is hardly a legitimate mark-up on them. 

THE CHAIRMAN: Are they not oeing stocked 
ab ail? 

MR. MILLER: ‘They are stocked all over the 
place, but the price is being wrecked because we 
Gannot mainvain @ legitimate margin of pro.it. 

THE CHAIRMAN: But tney are still available? 

MR. MILLER: ‘They are still availavle to 
the consumer, buc right along the line our profic 
Le cue, the Manufacturer's prorie is cut and so 
fe the retailer's . 

MR. WHITELEY: How is the manuracturer's 
profit cuv? 

MR, MILLER: Because he gave a reduction 
in price tv us to meet competition from overseas 
imports, and the result is that that has created 
a condition. 

MR. WHITELEY: How dveéS the guestion of im- 


ports come inte tnis? 
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MR. MILLHR: Because the price in England 
is lower than in Canada, anu the, Mave to come down 
Coa 

THE CHAIRMAN: The price in England is 
lower? 

MR. MILLER; Yes. 

THE CHAIRMAN: In the Unites States it is a 
good deal higher? 

MR. MILLE: Oh, yes. 

THE CHAIRMAN: So there is no competition 
from the United States? 

MR. MILLER: No, not from the Jnited states. 
It is from Enzland. 

THE CHAIRMAN: But if tne prices of Canadian- 
Manuracture1are being cut, Ll would pave. thought 
that would make it more difficult for the English 
nails ts come in? 

MR. MILLER: it has made ic a livtle diffi. 
cult, out there is still a margin there where they 
could be imported. That is wnat is happening. 


The people who want to protect Canadian industries 


into canada; they are surtfering because others 
will import these lines and cut the price. [I am 
sorry I haven't an exhinit to snow you here, out 
IT had a price list on my desk today. 


MR. WHITELEY: These a@€re not oranded lines, 


MR. MILLER: well, you don't orand wire 


nails. 
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THE CHAIRMAN: If tiie price of Canadian- 
manufactured nails is maintained. and the price of 
English imported nails is lower, price maintenance 
won't stop tne -imports? 

MR. MILLER: ..No,. I°- will agree with tnat, 
but that is wnac is happening in competition. 

I agree we would have to get.tne.import situation 
fixed up. The other lines we buy, the manufacturer 
Should have the right to maintain the resale price, 
and it would de a great help to wholesale hardware. 
We can cite many lines. 

“MR, GOBEIL: witn your permission, Mr. 
Chairman, I had this on my desk this morning,. an 
advertisement from a firm in the city which adver- 
tises.a very well-known line. I have asked our 
purchasing department to cancel it from our list. 
It is a quick cleaner advertised at 69.95; our 
wholesale price is 69.97. 

THE CHAIRMAN: It is a vacumm cleaner? 

MR... GOBBIL:.. Yes. 8 Geek. he wholesale 
price is 69.97, and this is advertised at 69.95 -- 
“regular value 129.95", wnich is not right. -The 
correct suggested retail value is 99.95,: but he 
advertises it at 129.95. So, how does the retailer 
make anything wnen it is 69.97 and he sells it 
for 69.96. There are several items there like 
that. 

THE CHAIRMAN: Do you want to file that 
as an exhioit? 


MR. GOBEIL: yes, I can. 
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---EXHIBIT M-+: Advertisement 

MR. GOBEIL: Possivly you want iniormaction 
on the other items, and I could give you the wholc- 
sate price: 

THE CHAIRMAN: Well, I will try to identify 
the dvcument first 7 

MR. GOBELL: The sale was on May 27th. 

THE CHAIRMAN: An advertising pamphlet re- 
ferring to a sale to commence on the 27th of May 
at 10.00 o'clock is exnivived and filed and marked 
as Exhioiv M-4'. Mr. Gooeil, I pass this wack to 
you, and if you would mark the one you have just 
referred to wlth the letter a", and tf you wish 
toe refer to others. do So, rend mrk' them "B" . YC" 
and"p" 

MR: GOBRID: Yes, 2 wil -dovse; 

MR> STEVENS: ‘MP: Chairman, I think this 
is covered very ‘aoly by our pest speakers. - THis 
hearing was on loss-leaders and premiums. As I see 
these articles bein: offered as loss-leaders and 
premiums, I think they are of tne-greatest detri- 
ment to the hardware trade. ‘—T am talkin of the 
older firms. Some of the firms have been in 
business fur years and years. We ourselves have 
been in business for 80 years, and there is a 
doupt “placed in the minds of the public that 
we, tne nardware people, have cnarged too high 
a price in the past. They have taken articles 
wWhnich are common to the hardware trade, and sucn 


articles,.I taink, principally which appeal to 
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tiie Women, and priced them or given tnem as a 
premium, or offered tnem atv a reduced price, and [ 
think thac is one of the detriments to a legitimate 
hardware trade which we have to complain avout. 
In trutn, we could not nave existed for 80 years 
if we had not got a profit, bu. we have tried to 
MESDWOUr profit fair ty, the pundic. We. have had 
to do it vecause tnere is always c-mpetition. We 
ini our town are not. alone; we have ccompebicors 
and we also have to maintain quality and at the 
Same) tite oe fair. Asi L wees tnis whole price 
Structure today.) it. has mulltimup .a.back.of confi- 
dence in those standards, and in those firms who 
have for years and years operated in a fair and 
legitimate manner. That is the greatest thing 
Chat IJ can say, that it is the preaking down of 

a 
this confidence wnich is,detriment to us in the 
hardware ousiness, and I think there must be Wayo 
of correcting this, and that way would. be,to go 
once again to the Government, after due considera- 
tion, for guidance and help in maintaining tnose 
things for which we have stood for years. [I 


THATey OusgA Siz. 


io) 


THE CHAIRMAN; It may well be thac one or 
two of tue things avout woich you were speaking 
are dutside, the seope:. of) opm dnquiry. 

MR. ROY: Mr. Chairman, there is not much 
that I can add to w.iat has oeen said. we have had 
a good many complaints from our customers on sales 


of cutlery and kitchenware and electrical stuff, 
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that it has been given away voy the department stvres 
and chain stores -- selling cereals and soaps as 
@ premium. OF Gourse, that. fas cut their sales 
Substantially. I can teil you from my own ex 
perience tnat I have abstained from buying from 
oné particular firm making furniture polish because 
they were offering a fountain pen or a tanle 
lamp on a 15.00 deal. Well, I said to tne fellow, 
"You must be buying a lot of Fountain pens", and 
he said, "Oh, yes, we are buying them by the 
thousand", and he said it was a 5.00 fountain pen. 
i seid, "Suppose it @oes to 2.50, would you reduce 
Unar -oeal by 2.507 sand née Said, “No, cnat fa part 
of our policy". Now they have changed, and they 
are giving some extra goods as a premium on those 
Geals, bul they are wrecking the other fellow's 
business tv boost their own. The fellow who 
sells cereal or soap does not care if he pives 
away knives or forks or spoons -- he -is hurting 
the hardware trade. If we started selling 
cereals and giving them away I know how they would 
Poe. savout 11. 

MR. FAVREAU: You could sell pans with 
the oatmeal already in it. 

MB. ROY: Yee. 

MR. GERIN-LAJOIE: I tnink the Commission 
has covered the ground. I have no questions. 

THE CHAIRMAN: If there is nothing more 


to say, I express our appreciation, gentlemen, 
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_ =---The hearing adjourned until 2.00 p.m. tomorrow. 
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